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Mr.  Patman,  from  the  Select  Committee  oii  Small  Business,  submitted 

the  following 

REPORT 

[Pursuant  to  H.  Res.  22] 

INTRODUCTION 

Beginning  in  the  early  part  of  1949,  the  Select  Committee  on  Small 
Business  began  to  receive  complaints  from  srnall  crude-oil  producers 
who  stated  that  imports  of  foreign  oil  had  risen  to  such  levels  that 
they  were  being  seriouslv  affected.  These  complaints  grew  from 
a murmur  to  a rumble,  culminating  in  the  committee  being  petitioned 
by  groups  of  independents,  and  State  officials  to  investigate  the 

problem.  . n i • 

The  principal  complainants  were,  relatively  speaking,  small-busmess 

men.  A preliminary  survey  revealed  that  domestic  crude-oil  pro- 
duction was  decreasing  while  the  flow  of  imported  oils  was  increasing. 
The  committee  decided,  after  other  preliminary  investigations,  that 
a hearing  would  be  held  to  ascertain  if  the  complaints  of  these  small- 
business  men  were  justified  to  the  extent  of  warranting  a full-scale 
investigation  of  their  problem. 

Since  Texas  produces  more  oil  than  any  other  State,  it  was  deter- 
mined that  a better  cross  section  of  opinion  and  fact  could  be  obtained 
there  than  in  possibly  any  of  the  other  States.  The  first  hearing  was 
held  in  Dallas,  Tex.,  on  May  25  and  26,  1949.  At  this  hearing  the 
committee  directed  its  attention  to  the  effect  of  oil  unports  on  the 
independent  domestic  producers.  The  case  presented  by  these 
independents  and  their  supporting  witnesses  indicated  that  a definite 
problem  with  serious  potentialities  existed. 

Since  the  committee  did  not  wish  to  expend  time,  effort,  and  money 
in  studying  a problem  that  might  only  be  temporary  in  nature,  it  was 
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decided  to  call  in  one  of  the  largest  importers  for  the  purpose  of 
obtaining  information  that  would  enable  the  cominittee  to  determine 
whether  or  not  the  problem  was  temporary  or  likely  to  continue. 
Subsequently,  on  June  9,  1949,  the  committee  heard  from  Eugene 
Holman,  president  of  the  Standard  Oil  Co.  of  New  Jersey , wmch 
company  was  at  that  time  responsible  for  the  highest  percentage 
of  oil  imports.  After  listening  to  the  testimony  of  tms  witn^s,  the 
chairman  of  the  committee  determined  that  a full-scale  investigation 
should  be  made  of  the  effects  of  oil  imports  on  the  independent 
domestic  producers. 

The  chairman  appointed  this  subcommittee,  directmg  that  the 
investigation  of  this  problem  be  continued  and  that  a complete  report 
covering  the  factual  findings,  conclusions,  and  recommendations,  be 

made  to  the  full  committee.  , , u • 

Following  is  the  subcommittee’s  report  as  requested  by  the  chairman: 

On  the  basis  of  the  committee  findings  to  the  date  of  the  subcom- 
mittee’s appointment,  the  subcommittee  decided  that  an  investigation 
to  determine  whether  or  not  the  independent  producer  had  been 
adversely  affected  by  imports  would  be  a relatively  simple  matter. 
The  difficult  part  of  the  work  would  be  determining  the  extent  of  any 
adverse  effects  and  the  weighing  of  other  factors  which  would  have  to 
be  considered  before  recommendations  could  be  made. 

The  various  segments  of  the  oil  industry  are  so  interrelated  that  any 
problem  solved  to  the  maximum  satisfaction  of  one  segment  could 
possibly  wreck  disaster  on  another  segment.  Since  the  oil  industry, 
like  steel,  transportation  and  the  other  primary  industries,  constitutes 
a major  pillar  under  the  whole  national  economy,  any  action  taken 
radically  affecting  that  industry  could  possibly  have  grave  repercus- 
sions on  other  industries  or  the  whole  economy.  It  was  foreseeable 
that  provisions  relieving  the  pains  of  this  segment  of  the  industry 
should,  of  necessity,  contemplate  the  effect  of  that  relief  on  the 
consumers  who  use  the  products  of  the  industry.  ■ n 

The  subcommittee  had  already  been  made  aware  of  the  significant 
part  the  oil  industry  plays  in  our  national  defense,  and  therefore  its 
recommendations  would  be  unworthy  of  consideration  if  consideration 
were  not  given  to  the  effects  on  national  security. 

Recognizing  these  factors,  the  subcommittee  has  endeavored  to 
constructivelv  explore  many  phases  of  the  oil  import  problem,  both 
actual  and  potential.  Toward  this  end  the  subcommittee,  in  open 
hearing,  has  heard  not  only  the  complaining  independent  producers 
and  all  of  the  principal  importing  companies,  but  also  bankers,  geolo- 
gists, State  officials,  labor  representatives,  drilling  contractors,  re- 
finers, jobbers,  foreign  subsidiaries  of  domestic  companies,  domestic 
subsidiaries  of  foreign  companies,  representatives  from  governmental 
departments,  and  many  others.  The  subcommittee  held  hearings  for 
the  independent  producers  in  Wichita,  Kans. ; Jackson,  Miss.; 
Orleans,  La.;  Lake  Charles,  La.;  Shreveport,  La.;  Little  Rock, 
Oklahoma  City,  Okla.;  and  Santa  Fe,  N.  Mex.  Hearings  for  the 
importers  and  related  interests  were  held  both  in  Washington  and 
New  York  City.  Hearings  for  Government  \vitnesses  were  held  in 

Washington.  . , . 

In  addition  to  these  public  hearmgs,  the  subcommittee  and  its 

staff  have  made  exhaustive  studies,  investigations,  and  field  inspections. 
Hundreds  of  conferences  have  been  held  with  individuals  who  had 
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informatioii  that  would,  shed  light  on  the  subject  matter  of  the  in- 
vestigation. , , J.  J i.  A- 

Before  proceeding  with  a digest  treatment  of  the  facts  and  testi- 
mony, it  is  deemed  necessary  to  set  forth  some  historical  information, 
definitions  of  terms,  and  a brief  ^ckground  of  the  industry  leading 
up  to  the  current  problem  under  investigation.  -j  j 

From  the  standpoint  of  operations,  the  oil  industry  may  be  divided 
into  four  categories — producers,  transporters,  refiners,  and  marketers. 
Companies  and  individuals  may  be  engaged  in  one  or  more  of  these 
phases  of  operation.  The  integrated  companies  are  those  who  engage 
in  all  of  these  operations  either  as  a single  company  or  as  a parent 
company  in  conjunction  with  subsidiaries. 

The  term  “independent”  in  the  oil  business  has  been  ped  rather 
loosely — its  use  has  ranged  in  meaning  from  a designation  applied 
to  an  individual  engaged  in  one  phase  of  operation  only,  to  that  of  an 
integrated  company  of  significant  size,  but  relatively  small  as  com- 
pared to  Standard  Oil  of  New  Jersey  or  one  of  the  other  major, 
integrated  companies.  The  term  “independent  producer  as  used 
herein,  contemplates  a nonintegrated  individual  or  company  engaged 
only  in  the  domestic  production  of  crude  oil.  This  limited  definition 
was  necessary  due  to  the  fact  that  sometimes  the  conditions,  cir- 
cumstances and  effects  on  that  group  do  not  apply  equally  to  every- 
one within  the  broad  definition. 

Although  there  are  exceptions,  the  integrated  company  usually 
depends  on  the  crude  oil  production  of  the  independent  producer  for 
a supplemental  supply  to  meet  the  demands  of  its  product  customers 
and  conversely  the  independent  producer  must  look  to  the  integrated 
company  as  an  outlet  for  his  crude  oil  production.  It  is  genially 
true  that  a company  or  individual  engaged  in  either  one  or  all  phases 
of  operation  is  dependent  to  some  extent  on  other  segments  of  the 

Some"  of  the  domestic  companies,  both  integrated  and  otherwise, 
own  oil  reserves  in  foreign  countries.  These  companies  market  the 
production  from  their  foreign  holdings  both  in  the  United  States  and 
abroad.  Likeivise  some  domestic  coinpanies  and  individuals  who 
have  domestic  production  but  no  foreign  holdings,  market  some  of 

their  products  outside  the  United  States.  . , j-  • { 

Because  of  the  great  volume  of  information  obtained,  diversity  ol 
opinion  and  the  many  factors  involved,  the  subcommittee  has  en- 
countered considerable  difficulty  limiting  the  framework  and  con- 
tents for  a concise,  readable  and  understandable  report  to  the  Con- 
gress It  would  be  much  easier  to  write  volumes  than  a volume. 

To  set  forth  all  the  testimony,  pro  and  con,  on  every  relevant  and 
pertinent  factor  which  must  be  considered  in  this  problem,  would 
virtually  require  incorporation  of  the  whole  record  in  this  reporC 
This,  of  course,  is  impossible  and  the  subcommittee  has  endeavored 
to  digest  only  the  basic  facts,  evidence,  contentions,  and  interpreta- 

tions. 

The  framework  in  general  will  be  as  follows: 

Part  I.  Digest  of  the  Facts  and  I'estimony. 

Part  II.  Analysis  of  the  Facts  and  Testimony. 

Part  III.  Findings. 

Part  IV.  Conclusions. 
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i PART  I 

DIGEST  OF  THE  FACTS  AND  TESTIMONY 

Domestic  Oil 

Thi-oughout  the  histoiy  of  the  domestic  oil  industry,  the  cry  has 
been  spasmodically  raised  that  “the  United  States  is  running  out  of 
oil.”  These  determinations  were  usually  predicated  on  a mathe- 
matical conclusion  arrived  at  by  taking  the  total  of  domestic  proven 
reserves  and  dividing  this  total  by  the  annual  rate  of  production  then 
current.  The  result  was  the  number  of  years  supply  that  then 
remaiiiGd..  Sucli  s,  mctliocl  of  calculation  will  always  be  fallacious, 
particularly  as  long  as  there  are  potential  reserves  of  oil  and  the 
industry  continues  to  seek  these  new  reserves.  „ -n. 

Total  domestic  discoveries  to  date  approximate  67  buhon  barrels 
out  of  which  39  billion  barrels  have  been  produced.  All  of  this  has 
taken  place  in  a territory,  which,  less  than  three  decades  ago,  oim  best 
authorities  estimated  would  never  produce  more  than  about  10  billion 

barrels  of  oil.  . n i 

Mr.  Wallace  E.  Pratt,  a retired  geologist  and  nationally  known 

authority  on  petroleum  resources  in  the  United  States,  estimates  that 
the  United  States  will  ultimately  yield  upward  of  100  bilUon  barrels 
of  oil,  exclusive  of  the  continental  shelf  or  tidelands.  Mr.  Pratt 
pointed  out  that  his  predictions  might  suffer  the  same  fate  as  those  of 
his  predecessors  as  indicated  in  the  following: 

In  1908  David  T.  Day,  then  Chief  Geologist  of  the  United  States  Geological 
Survey  estimated  the  total  petroleum  resources  of  the  United  Stat^  at  not  less 
than  id  nor  more  than  25  billion  barrels.  In  making  this  estimate,  Dr.  Day  had 
the  assistance  of  Ralph  Arnold,  who  at  that  time  was  a leading  petroleum  geologist 
in  this  country,  a man  of  highest  prestige.  Ralph  Arnold  imntrmuted,  and  1 
quote  from  his  own  statement,  some  of  the  data  upon  which  Dr.  Day  based  his 
conclusions,  and  a vear  later,  in  1909,  Ralph  Arnold  published  a revision  of  Dr. 
Day’s  estimate,  feeling  it  to  be  too  enthusiastic.  Ralph  Arnold  s revision  reduced 
Dr.  Day’s  estimate  to  a total  not  to  exceed  9,000,000,000  barrels  for  all  the  oil 

discovered  and  to  be  discovered  in  the  United  States.  tt  -a  j 

In  1916  going  forward  10  years,  in  response  to  a Senate  resolution,  the  United 
States  Geological  Survey  made  an  official  estimate  of  the  total  petroleum  resources 
of  the  United  States.  This  estimate  was  originally  placed  at  11.2  billion  barrels— 
all  oil  already  produced  and  all  oil  to  be  produced  in  the  future  but  a year  later 
the  same  authority  reduced  this  estimate  to  10.1  billion  barrels. 

In  1920  David  White,  who  at  that  time  had  become  Chief  Geologist  of  the 
United  States  Geological  Survey,  a man  of  highest  scholarly  attainment  and 
splendid  integrity,  published  an  estimate  made  by  his  associate,  iiiUgene  btebinger. 
Stebinger  was  an  eminent  petroleum  geologist  at  that  time  in  his  ow*^  right, 
employed  by  the  Survey.  This  estimate  by  White  and  Stebinger  placed  the  total 
petroleum  resources  of  the  United  States,  discovered  and  to  be  discovered,  at 
12  000  000  000  barrels.  These  men  went  further;  they  estimated  the  total  pe- 
troleum resources,  discovered  and  to  be  discovered,  of  the  earth  a whole. 
Stebinger  estimated  the  total  petroleum  resources  of  the  earth  at  about  52,- 
000  000  000  barrels.  And  White,  anxious  not  to  underestimate  it,  increased  this 
guess  of  Stebinger’s  by  about  20,000,000,000  barrels. 
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2 EFFECTS  OF  OIL  IMPORTS  ON  DOMESTIC  PRODUCERS 

The  following  table,  prepared  by  the  National  Petroleum  Council 
Committee  on  Petroleum  Reserve  Productive  Capacity,  vividly  por- 
trays the  growth  of  production  and  reserves  from  the  year  1918 

through  1949: 

Growth  of  crude  oil  production  and  reserves,  1918-49 


1918. 

1919. 

1920. 

1921. 
1922- 

1923. 

1924. 

1925. 

1926. 

1927. 

1928. 

1929. 

1930. 


1932- 

1933. 

1934- 

1936- 

1936. 

1937. 

1938. 

1939. 

1940. 

1941. 

1942. 

1943. 

1944. 

1945. 

1946. 

1947. 

1948. 

1949. 


Crude  oil  production 
(thousand  barrels) 

Proved 
crude  oil 
reserves 

Year 

Annually 

Daily 

Dec.  31 
(million 
barrels) 

(1) 

(2) 

(3) 

355. 928 

975 

6,200 

378.367 

hm 

6,700 

442. 929 

1,  210 

7,200 

472. 183 

1,294 

7,800 

557, 531 

1,528 

7,600 

732,407 

2. 007 

7, 600 

713, 940 

1,951 

/ , 500 

763,  743 

2,092 

8, 500 

770, 874 

2,112 

8, 80l) 

901.129 

2, 469 

iu,  5u0 

901,474 

2,  463 

11,000 

1,007,323 

2, 760 

13,200 

898,011 

2, 460 

13,600 

851,081 
785, 159 

2, 332 
2, 145 

13,000 

12,300 

905. 656 

2, 481 

12,000 

908, 065 

2.488 

12, 177 

9%,  596 

2, 730 

12, 400 

1, 099, 687 

3,005 
3, 505 

13, 06.i 

1, 279. 160 

10, 5u^ 

1, 214,355 

3, 327 

17, 348 

1,264,962 

3,466 

18, 483 

1,353,214 

3,  697 

l9,  u25 

1,402,228 

3, 842 

l9, 589 

1, 386, 645 

3, 799 

20, 083 

. 1,505,613 

4,125 

20,064 

. 1,677,904 

4,584 

20, 453 

1,713,655 

4, 695 

20,827 

. 1, 733, 939 

4, 751 

8/4 

. 1,856,987 

5,oas 

'£\,f  488 

2,016,282 

5,509 

23, 280 

. M,  846, 000 

1 5,058 

3 24, 649 

With- 
drawal 
rate  per- 
cent of 
reserves 
on  Jan.  1 

(4) 


6.1 

6.6 

6.6 

7.1 

9.6 
9.4 

10.2 

9.1 

10.2 

8.6 

9.2 

6.8 

6.3 
6.0 

7.4 

7.6 
8.2 
8.1 

9.7 

7.8 
7.3 

7.3 

7.4 
7.1 

7.5 
8.4 
8.4 

8.3 

8.9 

9.4 

7.9 


New  dis- 
coveries 
and  re- 
visions 
(million 
barrels) 

(6) 


Oil  wells 
producine 
year  end 


(6) 


878 
943 
1,072 
358 
732 
614 
1, 764 
1, 071 
2,601 
1,401 
3, 207 
1,  298 
252 
85 
605 
1,085 
1,220 
1,763 
3,  723 
3,055 
2,400 
1,895 
1,967 
1,880 
1,487 
2, 067 
2,087 
1,781 
2, 471 
3,809 
i 3, 188 


203, 375 

227.000 

251.000 

274.500 
284,880 

290.100 

299. 100 

306.100 
318,600 
323, 300 
327,800 
328,  200 

331.070 

315. 850 

312. 500 

326. 850 

333.070 
340,990 
349, 450 
363, 030 
369, 640 
380,390 
389, 010 
399,960 
404, 840 
407, 170 
412,220 
415, 750 
421,460 
426, 280 
435,000 

J 449, 545 


Produc- 
tion per 
well 
(barrels 
daily) 

(7) 


4.8 

4.8 

5.1 

4.9 

5.5 

7.0 

6.6 

6.9 
6.8 
7.7 

7.6 

8.4 

7.5 

7.2 

6.7 

7.7 

7.5 

8.1 

8.7 

9.8 

9.1 

9.2 

9.6 

9.7 
9.4 

10.2 

11.2 
11.3 
11.3 
12.0 

12.8 

2 11.3 


1 Based  on  Bureau  of  Mines  release  of  Jan.  1, 1950. 

* Inserted  by  subcommittee. 

lated— Average  daily  production  divided  by  average  producing  wells. 

It  is  to  be  noted  that  the  foregoing  figures  pertain  to  crude  oil  only 
and  do  not  include  reserves  of  natural  gas  liquids  which  on  January 

1 1950,  were  estimated  at  3,729,000  barrels.  , j 

’in  order  that  the  reader  may  better  understand  the  domesUc 
picture  from  the  standpoint  of  proven  reserves  of  crude  oil,  the 
following  chart  is  included  to  reflect  the  location  by  States  of  these 
proven  reserves  and  the  toend  of  reserves  m the  respective  States 
beginning  in  1939  and  ending  January  1,  1950. 
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Estimated  proved  reserves  of  crude  oil  in  the  United  States  by  States,  Jan.  1, 1939-50 

[Figures  in  millions  of  barrels] 


1939 

1940 

1941 

1942 

1943 

1944 

1945 

Arlrarifwis.  

188 

320 

306 

295 

300 

297 

293 

California 

3,189 

3, 532 

3, 291 

3,323 

3, 196 

3,337 

3,344 

Pnlnrado  

18 

20 

23 

23 

39 

45 

89 

Illinois - 

243 

382 

316 

334 

307 

295 

321 

Indiana  . 

6 

14 

14 

23 

32 

31 

31 

XanRas  . . 

613 

726 

692 

690 

687 

646 

602 

TTantiiclrv  

38 

44 

41 

36 

35 

35 

41 

T,nni.Riana 

1,040 

1,173 

1,216 

1,330 

1,442 

1,484 

1,573 

\Ti/>hipan  

43 

51 

35 

56 

64 

55 

65 

\il.Rsi.R.Rinr>i  

0 

7 

40 

80 

41 

39 

209 

Montana 

105 

94 

89 

86 

86 

108 

112 

New  Mexico 

703 

687 

692 

675 

677 

664 

563 

Nfiw  Vnrk  

41 

35 

65 

60 

54 

90 

86 

Ohio  . 

26 

32 

30 

37 

35 

33 

32 

Oklahoma 

1,162 

1,063 

1,002 

1,036 

969 

909 

970 

P ATI  n R vl  van  i a 

'200 

183 

188 

171 

153 

137 

123 

Texas  • ■ 

9,448 

9,768 

10,624 

10,976 

11, 546 

11,325 

11,375 

Wp«t  Virjrinia  . . . . 

24 

46 

53 

50 

47 

44 

Wvominff... 

261 

306 

305 

304 

1 371 

499 

582 

Other*-- 

0 

0 

4 

4 

1 ^ 

1 

1 

i 

Total 

17,348 

00 

19,025  19, 589 

20,083 

20,064 

l»20, 453 

1 

1 

1 

19461 


288 

3,318 

260 

350 

41 

542 

67 

1,559 

64 

257 

108 

512 

81 

30 

889 

111 

10,835 

39 

600 


1947  » 


119,942 


267 

3,294 

300 

351 

44 

545 

59 

1,652 

69 

270 

104 

544 

76 

29 

898 

98 

11,647 

36 

589 


19481 


1949  1 


120,874 


297 
3, 295 
382 
355 
46 
563 
65 

I, 791 

70 
304 
115 
530 

71 
29 

953 

123 

II, 777 

36 

679 

7 


121,488 


300 

3,764 

366 

393 

49 

674 

59 

1,869 

69 

365 

119 

552 

67! 

29 

1,250 

110 

12,484 

37 

716 

8 


19501 


123,280 


297 
3,823 
345 
468 
50 
738 
56 
1,910 
66 
403 
112 
592 
63 
28 
1,330 
103 
13, 510 
38 
692 
25 


124,649 


1 For  neriods  Jan.  1.  1946,  through  Jan.  1, 1950,  the  figures  are  for  crude  oil  only.  Prior  to  J^.  1,  1946, 
the  figures  include  cycle-plant  and  lease  condensate.  This  change  had  the  effect  of  ^ 

wves  bv  885.^.0(^  on  Jan.  1, 1946.  Starting  Jan.  1,  1947,  figures  on  proved  reserves  of  natural  gas 

liauids  which  are  in  addition  to  the  above  crude  oil  figures,  are  available.  These  liQnid  reserves 

totaled’3  163,000,000  barrels  on  Jan.  1, 1947;  3,254,000,000  barrels  on  Jan.  1, 1948;  3,541,000,000  barrels  on  Jan. 

Sebn.*.,  tl»b,  Flcrld.. 

Virginia. 

Note  —During  the  above  11-year  period  from  Jan.  1,  1939,  to  Jan.  ^ 17,756,000,000  barrels 

of  crude  oil  were  produced  according  to  data  from  the  U.  S.  Bureau  of  Mines. 

Source  of  reserve  estimates:  Committee  on  Petroleum  Reserves  of  the  American  Petroleum  Institute. 

The  fact  that  the  United  States  has  approximately  28,000,000,000 
barrels  of  proven  petroleum  reserves  does  not  mean  that  this  amount 
could  be  immediately  brought  to  the  surface,  even  if  the  facilities  for 
pumping  and  storage  were  available  for  such  an  operation.  Reserve 
figm-es  are  estimates  of  the  amount  of  oil  that  will  ultimately  be  taken 
from  existing  wells  and  proven  reservoirs  if  produced  under  conditions 
then  existing  fit  o-  rate  not  in  excess  of  the  maximum  efficient  rate  of 
production.  This  in  effect  means  that  it  might  take  more  than  30 
years  to  extract  the  current  estimated  reserves. 

For  evaluation  purposes  statistics  on  reserves  are  significant  but  are 
not  adequate  except  when  related  to  productive  capacity  or  avail- 
ability under  sound  conservation  practices.  The  following  table, 
prepared  by  the  National  Petroleum  Council  Comniittee  on  Petroleum 
Reserve  Productive  Capacity,  reflects  this  situation  sufficiently  for 
the  purposes  of  this  report: 

Estimates  of  available  productive  capacity  by  the  Petroleum  Administration 
for  War  for  the  years  1940-45  and  by  the  Subcommittee  on  Long-Term  Availa- 
bilitv  for  the  year  1949  are  considered  to  be  generally  comparable,  although 
prepared  by  different  organizations.  The  estimate  of  the  Petroleum  Adminis- 
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tration  for  War  at  the  end  of  1945  apparently  was  based  on  a lower  ratio  of 
annual  production  to  proved  reserves  at  the  beginning  of  the  year  than  were, the 
estimates  for  1940  and  1949,  as  indicated  by  the  following  tabulation. 


Proved 
crude  oil 
reserves 
on  Jan.  1 
(million 
barrels) 

Estimated  crude  oil 
availability 

Ratio  of 
availa- 
bility to 
proved 
reserves 
on  Jan.  1 
(percent) 

Produc- 
tion of 
natural 
gas 

liquids. 

(thousand 

barrels 

daily) 

Estimated 

total 

petroleum 

availa- 

bility 

(thousand 

barrels 

daily) 

Thousand 

barrels 

daily 

Million 
1 barrels 
per  year 

1040  

18, 483 
20.  453 
23, 280 

4,745 
I 4, 555 
5,875 

1,737 
1,663 
2, 144 

9.4 

8.1 

9.2 

152 

302 

425 

i897 

4,857 

6,300 

104.*;  ..  

1(UQ  ... 

1 Estimate  for  the  fourth  quarter  of  1945  by  the  Petroluem  Administration. 


Another  significant  consideration  for  the  purpose  of  this  report 
is  the  relation  of  United  States  crude  oil  production  and  estimated 
productive  capacity.  This  situation  is  reflected  in  the  following 

The  National  Petroleum  Council  (report  of  the  Committee  on 
Petroleum  Reserve  Productive  Capacity,  January  26,  1950)  has  stated 

that — 


The  nrincinal  factors  that  operated  to  create  reserve  productive  ca,pacity  in  the 
past  C^been  (1)  CO  in  the  search  for  oil,  (2)  a market  reflecting 

Changes  in  supply  and  demand,  and  (3)  conservation  practices  developed  by  the 
industry  and  applied  under  State  law. 

This  same  committee  has  prepared  visual  charts  which  reflect  the 
relationship  of  drilling  operations  to  the  value  of  crude-oil  production 
and  crude-oil  discoveries  and  revisions,  ddiese  charts  follow  on  pages 

6 and  7. 
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CRUDE  OIL  PRODUCTION  AND  ESTIMATED  PRODUCTIVE  CAPACITY 

(Thousand  Barrels  Daily) 


effects  of  oil  imports  on  domestic  producers 


5 


YALE  LAW  library 


946  1947 


FOOTAGE  DRILLED  AND  VALUE  OF  CRUDE  OIL  PRODUCTION 


A 


WELLS  DRILLED  AND  CRUDE  OIL  DISCOVERIES  AND  REVISIONS 
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8 EFFECTS  OF  OIL  IMPORTS  ON  DOMESTIC  PRODUCERS 

In  order  to  give  a local  picture  of  drilling  operations  in  the  United 
States,  the  State-by-State  activities  on  drilling  are  presented  in  the 
following  table: 


Total  number  of  wells  drilled  in  the  United  States,  by  States,  1935—49  {including  oil 

wells,  gas  wells,  dry  holes,  but  excluding  service  wells) 


State 

1935 

1936 

1937 

1938 

1939 

1940 

1941 

1942 

Alabama 

0) 

Q) 

(*) 

(■) 

(■) 

(*) 

(*) 

(0 

Arkansas 

115 

89 

187 

251 

254 

187 

198 

184 

California 

1,110 

1, 122 

1.478 

1, 265 

1, 118 

1,030 

1,118 

829 

Colorado 

18 

29 

27 

18 

25 

19 

33 

25 

Illinois 

11 

35 

392 

2, 237 

3, 582 

3,814 

3, 632 

2,029 

Indiana 

197 

196 

144 

158 

376 

628 

613 

387 

Kansas 

1, 210 

1. 721 

2,830 

1, 710 

1,436 

1,882 

2,013 

1, 519 

Kentucky 

253 

326 

834 

889 

697 

583 

706 

260 

Louisiana 

697 

1,040 

1, 133 

1, 147 

1,372 

1, 667 

1,663 

879 

Michigan 

593 

795 

932 

1,000 

1,392 

1,113 

938 

663 

Mississippi 

V) 

(■) 

0) 

(0 

32 

210 

282 

71 

Montana 

186 

247 

217 

117 

177 

242 

283 

218 

Nebraska,  Missouri,  Iowa 

(>) 

(>) 

« 

(*) 

0) 

0) 

89 

37 

New  Mexico 

337 

552 

665 

580 

606 

611 

277 

346 

Oklahoma 

2,010 

2, 565 

2,672 

1, 691 

1, 799 

1,844 

1, 821 

1,159 

Pennsylvania,  New  York,  Ohio, 
West  Virginia 

3, 331 

4,264 

5,403 

3,585 

3, 585 

4,978 

5, 470 

4, 717 

Texas - - 

11,  235 

12,024 

14,  271 

11,810 

9,325 

9,094 

9,833 

1,688 

Wyoming 

92 

131 

127 

167 

150 

179 

162 

119 

Other 

25 

30 

85 

97 

61 

143 

39 

21 

Total  United  States — 

21, 420 

25, 166 

31,397 

26, 712 

25.987 

28, 124 

29,070 

18, 151 

State 

1943 

1944 

1945 

1946 

1947 

1948 

1949 

Alabama - 

0) 

(*) 

37 

16 

29 

21 

19 

Arkansas  — - 

215 

185 

183 

329 

; 301 

321 

California 

1,  447 

2,034 

2,150 

1,  790 

2,053 

1 2,876 

2,512 

Colnradn  ...  - 

31 

37 

60 

167 

209 

207 

82 

Tllinnis  . . 

1, 751 
247 

1, 949 

1,  749 

2, 341 

2,033 

2,438 

2,706 

Indiana.  - 

303 

305 

582 

681 

1,077 

1, 276 

TTanSft.5?  . ..  ...  

1, 735 
656 

1,837 

1, 784 

2,012 

2,  667 

3, 252 

3,356 

Kentucky - 

993 

737 

713 

660 

903 

1,043 

Tionijsiana  . 

673 

803 

1, 108 

1,383 

1, 626 

2,319 

2, 367 

Michigan  

628 

655 

768 

782 

769 

820 

925 

Mis.<?issinni  

115 

156 

362 

260 

491 

427 

333 

■WnritaTia  ..  

240 

387 

312 

313 

309 

345 

279 

Mi5?.v>nri,  Towa  _ 

42  1 

33 

32 

18 

7 

56 

49 

New  Mexico. - - 

251 

414 

424 

411 

562 

606 

501 

Oklahoma  ...  

1,184  I 

1,890  ! 

2,509 

2,996 

3,823 

4,263 

3,231 

Pennsylvania,  New  York,  Ohio,  West  Vir- 
cinia  

4,045 

5.410  ' 

4, 710 

5, 003 

4,956 

4, 711 

4,308 

Tptas  

4,421 

5,729 

7, 184 

7,801 

9,283 

12, 172 

13, 619 

WvnTTiinef  - - 

133 

205 

227 

168 

267 

584 

587 

Other - 

42 

56 

24 

52 

88 

130 

142 

Total  Rtafps  

17,884 

23, 106 

24,667 

26,991 

30,842 

37. 508 

37,656 

'Included  in  ''Other/' 

Source:  Minerals  Yearbook  of  U.  S.  Bureau  of  Mines  except  1948  and  1949  which  are  from  Oil  and  Gas 
Journal  Annual  Review  issues* 
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Estimates  for  drilling  operations  for  the  year  1950,  as  related  to 
1949  actual  operations,  prepared  by  the  Oil  and  Gas  Journal,  January 
26,  1950,  are  as  follows: 


1950  drilling  forecast — Total  United  States 


Total 

wells 

Total  footage 

Total 

wildcats 

Total 
field 
1 wells 

All  operators,  1950  forecast - - 

All  operators,  1949  actual... — — 

37, 414 
39,038 

138. 478. 000 

138. 003.000 

7,296 

7.294 

30, 118 
31, 744 

Increase  or  decrease 

P.hnmrp  rjprnpnt.  ...  

-1,624 
-4.2 
8,062 
8, 137 
29,352 
30,901 

+475,000 

+.3 

43.303.000 

40. 824.000 

95. 175.000 

97. 179. 000 

+2 

0 

1,036 
993 
6.260 
6,  301 

-1,626 
-5.1 
7,026 
7, 144 
23,092 
24,600 

All  nthpr  nnprftt.nrs.  1950  . . . 

A 11  nthpr  nnprat.nr.^.  1949  ..  ...  

Drilling  program  forecast  for  1950  by  areas 


! 


Alabama 

Arkansas 

California 

Colorado 

Florida 

Illinois 

Indiana 

Kansas — 

Kentucky 

Louisisana  total 


1950  program  forecast 


Northern. 

Southern. 


Michigan 

Mississippi—. 

Montana 

Nebraska 

New  Mexico.. 

New  York 

Ohio 

Oklahoma 

Pennsylvania. 
Texas  total  ... 


Districts  1 and  4 (S  W) . , , 
Districts  2 and  3 (G.  C .) 
Districts  5,  6,  and  0-P 

(E) 

Districts  7-B  and  9 (N) . . 
Districts  7-C  and  8 (W) . 
District  10  (PH.) 


Utah 

West  Virginia. 

Wyoming 

Miscellaneous. 


Total  United  States. 

27  large  operators 

All  other  operators 


Change  from  1949  actual 


Wildcat 

Field 

Total 

Total 

WUdcat 

Field 

Total 

Total 

wells 

wells 

wxlls 

footage 

wells 

wells 

wells 

footage 

5 

3 

8 

30,000 

-9 

-2 

-11 

-65,000 

66 

210 

276 

1,110,000 

-12 

-34 

-46 

-173,000 

365 

1,620 

1,985 

8,930,000 

-122 

-405 

-527 

-1, 513,000 

50 

24 

74 

315,000 

+2 

-10 

-8 

—44,  UUO 

7 

3 

10 

80,000 

-12 

-2 

-14 

-101,000 

867 

1,650 

2, 517 

5, 750,000 

+143 

-337 

-194 

-612,000 

432 

843 

1,275 

2,357,000 

-39 

+35 

—4 

458 

2,585 

3,043 

10,100,000 

-64 

-280 

-344 

—615, 000 

200 

1,176 

1,376 

2, 340,000 

+31 

+298 

+329 

+487,000 

291 

2;  326 

2, 617 

14, 500,000 

+10 

+236 

+246 

+2, 023, 000 

108 

1. 476 

1,584 

5.400,000 

+2 

+134 

+136 

+947,000 

183 

850 

i;033 

9,100,000 

+8 

+102 

+110 

+1,076,000 

295 

485 

780 

1,890,000 

-49 

-166 

-216 

-319,000 

131 

169 

300 

2, 160,000 

+16 

-50 

-34 

—228,000 

42 

175 

217 

525.000 

-3 

-59 

-62 

—125,000 

24 

16 

40 

160,000 

+6 

+7 

+13 

+61,000 

119 

462 

581 

2,900,000 

+45 

+35 

+80 

+481,000 

727 

727 

1,045,000 

-155 

-155 

—220.000 

37 

1,069 

1,106 

2, 360,000 

0 

+22 

+22 

+74,000 

925 

2, 925 

3,850 

13, 800,000 

+121 

-623 

-502 

-1,  539,000 

25 

1,530 

1,555 

2, 400,000 

+19 

-384 

-365 

-681,000 

2,822 

11;  175 

13, 997 

61, 555,000 

+31 

+301 

+332 

+4,093,000 

603 

1,075 

1,678 

7,325,000 

-42 

-147 

-189 

-1,021,000 

565 

1,827 

2,392 

14,290,000 

+34 

+378 

+412 

+2, 410,000 

118 

747 

865 

4,200,000 

-68 

-181 

-249 

-792,000 

965 

2,990 

3, 955 

11,380.000 

-102 

-427 

-529 

— 1,451, UOO 

564 

3, 506 

4,070 

21,150,000 

+221 

+588 

+809 

+4, 752, 000 

7 

i;030 

1,037 

3,210,000 

-12 

+90 

+78 

+195,000 

11 

31 

42 

210,000 

-8 

+1 

-7 

-35,000 

36 

485 

521 

1,520,000 

+12 

-9 

+3 

+32,000 

82 

429 

511 

2,410,000 

-49 

-27 

-76 

-393,000 

6 

6 

31,000 

-67 

-18 

-85 

-113,000 

7,296 

30,118 

37,414 

138, 478,000 

+2 

-1,626 

-1, 624 

+475,000 

li036 

7,026 

8,062 

43,303,000 

+43 

-118 

-75 

+15,  4V9,  000 

e;  260 

23;  092 

29,352 

95, 175,000 

-41 

-1,508 

-1,549 

-2, 004,000 
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The  opinion  of  all  segments  of  the  industry  insofar  as  the  reserve 
situation  is  concerned,  is  reflected  in  the  report  of  the  Petroleum 
Council,  above  referred  to,  in  the  foUomng  language: 

The  principal  concern  about  reserve  producing  capacity  doubtless  arises  from 
the  belief  of  some  people  that  the  domestic  industry  cannot  find  oil  fast  enough  to 
continue  meeting  further  regular  increases  in  demands.  Regardless  of  the  rate  of 
discoveries,  however,  price  will  tend  to  balance  petroleum  supply  and  demand  and 
still  leave  some  margin  of  spare  capacity.  In  case  of  a decline  in  the  rate  of 
discovery,  however,  the  question  may  be  raised  whether  the  reserve  capacity  will 
be  “substantial”  in  the  event  of  an  emergency.  The  answer  to  this  inquiry 
depends  on  the  outlook  for  future  discoveries  and  the  magnitude  of  a “substantial” 
reserve  capacity. 

The  fears  that  the  United  States  will  run  out  of  oil  are  based  in  considerable  part 
on  the  premise  that  a fixed  quantity  of  oil  will  be  found  and  that  the  amount 
remaining  to  be  found  is  automatically  reduced  with  each  new  discovery.  It  may 
be  taken  for  granted  that  there  is  a fixed  quantity  of  oil  resources  underlying  the 
area  of  the  United  States  including  the  Continental  Shelf,  but  the  amount  of  such 
resources  actually  to  be  discovered  will  depend  upon  technology  and  economic 
incentives.  Furthermore  each  new  discovery  tends  to  provide  additional  in- 
formation suggesting  possibilities  for  further  discoveries.  The  proportion  of 
land-producing  oil  to  the  potentially  oil  productive  areas  in  the  United  States  is 
relatively  small  and  there  is  no  question  that  large  additional  discoveries  remain 
to  be  made  through  further  exploration.  * * * The  evidence  of  recent  years 

suggests  that  under  the  proper  economic  incentives  oil  can  continue  to  be  dis- 
covered at  a rapid  rate  in  the  United  States.  The  rate  of  discovery  and  develop- 
ment is  more  likely  to  be  affected  adversely  by  interference  with  economic  in- 
centives than  by  the  natural  limitations  on  the  existence  of  petroleum. 

In  discussing  domestic  oil  resources  it  is  necessary  to  also  consider 
the  possibilities  of  liquid  fuel  production  from  natural  gas,  coal,  and 
oil  shale.  The  same  report  of  the  Council  states; 

Recent  developments  in  mining,  processing,  and  refining  techniques  assure 
that  liquid  fuels  in  substantial  quantity  and  of  a quality  equal  to  those  produced 
from  natural  crude  oil  can  be  made  available  from  these  sources,  when  and  if 
warranted  by  the  prices  of  products  from  crude  oil,  or  if  required  in  a national 
emergency. 

Complete  estimates  on  potential  production  from  these  other  sources 
are  not  available,  but  it  is  safe  to  state  that  from  either  coal  or  shale 
the  possible  productive  reserves  are  at  least  in  the  order  of  100,000,000,- 
000  barrels  of  usable  liquid  products. 

The  National  Petroleum  Council  has  determined  that — 

Policies  which  would  hamper  progress  in  maintaining  substantial  reserve  capacity 
include  any  increase  tax  burdens  on  the  production  of  oil,  imports  iu  excess 
of  economic  needs,  the  withholding  of  public  lands  from  development,  direct 
participation  by  the  Government  in  petroleum  operations,  and  any  Government 
interference  with  price. 

The  Council  continuing  stated: 

Creation  of  substantial  reserve  capacity  in  oil  production  is  best  achieved  when 
the  industry  is  allowed  to  continue  functioning  as  it  has  in  the  past  with  a minimum 
of  controls,  other  than  State  regulation  for  conservation  purposes,  and  is  en- 
couraged by  maintenance  of  a favorable  economic  environment. 
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Foreign  Oil — Statistical 

Complete,  reliable  statistics  on  foreign  oil  production,  productive 
capacity,  drilling  operations,  and  reserves  are  not  available  to  the 
same  extent  as  on  domestic  production.  Estimates  of  foreign,  proved, 
crude  oil  reserves  and  the  location  thereof  are  shown  in  the  followmg 
table: 

Estimates  of  petroleum  reserves  in  principal  producing  countries 

[Thousands  of  barrels] 


Continent  and  country 


-Estimated  Percent 
reserves  world 
Jan.  1, 1960  reserves 


Continent  and  country 


Estimated  Percent 
reserves,  world 
Jan.  1, 1950  reserves 


North  America: 

Canada 

Cuba - 

Mexico 

United  States. 


1,200.000 

2,800 

850,000 

25.909.000 


South  America: 
Argentina.. 

Bolivia 

Brazil 

Chile 

Colombia... 

Ecuador 

Peru 

Trinidad... 

Venezuela.. 


250.000 
20.000 
20.000 
10,000 

300.000 
28.000 

160.000 
260.000 

9,500.000 


Europe  (including  U.S.S.R.): 

Albania - 

Austria 

C zechoslo  vak  ia.  - 

France 

Germany 

Great  Britain. 

Hungary 

Italy - 

Netherlands.. - 

Poland. 

Rumania. 


9.000 

75.000 

2.000 
4,250 

150.000 
3.700 

40.000 
2,000 

50.000 

20.000 

350.000 


1.53 

.01 

1.09 

33.09 


Total 27,961.800  35.72 


.33 
.02 
.02 
.01 
.38 
.04 
.21 
.33 
12. 13 


Total - 10,548.000  13.47 


Europe  (including  U.  S.  S.  R.)- 
Continued 

U,  S.  S.  R 

Yugoslavia 


4,300,000 

4,000 


Total 5,009,950 


Africa: 

Algeria  and  Morroco 
Egypt.. 


Total. 


Asia: 

Bahrein 

British  Borneo 

Burma 

China  and  Formosa 

India - 

Iran 

Iraq-- 

Japan 

Kuwait 

Netherlands  East  Indies 

New  Guinea 

Qatar 

Sakhalin — 

Saudi  Arabia 

Turkey 


2,500 

200,000 

202.500 


160.000 

300.000 

50.000 

20.000 

35.000 

7.000. 000 

5. 250.000 

15.000 
11.000.000 

1. 100. 000 

50.000 

500.000 

75.000 

9.000. 000 
3.000 


Total — . 34.558.000 


.21 
.38 
.06 
.02 
.04 
8. 93 
6.70 
.02 
14.05 
1.41 
.06 
.66 
.10 
11.49 
.01 

44. 14 


Total  world  reserves 78. 280, 250  100. 00 


Authority:  Oil  and  Gas  Journal. 

Recent  discoveries  in  Canada,  according  to  the  best  authorities, 
have  only  scraped  the  surface  of  the  ultimate  reserves  that  this 
country  will  jdeld. 

By  far  the  greater  majority  of  foreign  reserves  are  owned  by  seven 
companies,  their  subsidiaries  and  affiliates — five  American  companies 
(Gulf,  Standard  of  New  Jersey,  Standard  of  California,  Texas  Co.  and 
Socony-Vacuum),  one  British‘^(Anglo-Iranian),  and  the  Royal  Dutch- 
Shell  group. 
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The  latest  information  showing  the  relative  position  of  American 
and  British-Dutch  interest  in  foreign  oil  resources  is  indicated  by  the 
following  table: 

Foreign  oil  reserves j Jan.  1,  1945 

[Millions  of  barrels] 

Percent 

American  Other  Total  British-  Foreign 

American  foreign  ican  r)„teh 


Caribbean 

Other  Western  Hemisphere  V 


5,596.5  1,958.2 

195.6  173.8 


Total  Western  Hemisphere  L 5, 792. 1 2, 132. 0 


Europe,  excluding  Russia 

Africa 

Near  and  Middle  East 

Far  East,  excluding  Sakhalin 

Oceania - 

Total  Eastern  Hemisphere 
excluding  Russia 

Russia  in  Europe  and  Asia 

Total  foreign,  excluding  Rus- 
sia  — 

Total  foreign,  including  Rus- 
sia  


168.1  171.0 

86.0 

11,136.0  14,047.0 

167. 4 

275. 5 674. 5 


11.679.6  15,145.9 

17.371.7  17,277.9 

17,371.7  17,277.9 


184. 9 7, 739. 6 

776.5  1,145.9 

961.4  8,885.5 

290. 8 629. 9 

86.0 

1, 617. 0 26, 800, 0 

36.0  203.4 

950.0 

1,943.8  28,669.3 

"^765.0  5,765.0 

2. 905. 2 37, 554. 8 

8.670.2  43,319.8 


6.8 

100.0 

7.7 


1 Exclusive  of  United  States. 

Note.— The  above  figures  show  that,  excluding  Russia,  the  American  owned  foreign  reserves  amounted 
to  46.3  percent  while  the  British-Dutch  share  w^  46  PejcentjOr  a combined  share  of 
seven  principal  companies  (fiveAmerican,  one  British  and  one  Dutch-Shell)  have  been  estimated  to  control 
almost  all  of  these  reserves,  or  about  90  percent  of  the  total  foreign  oil  reserves  exclusive  of  Russia. 

Source:  Hearings  before  Special  Senate  Committee  Investigating  Petroleum  Resources,  June  27  and  28, 

1945. 
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The  figures  on  foreign  production  of  crude  oil  by  principal  pro- 
ducing countries  is  contained  in  the  following  tables. 

Foreign  production  of  crude  oil,  by  principal  producing  courUries,  1918—^ 

[Figures  in  thousands  of  barrels  daily] 


North  America  (except 
United  Stat^) 


Total 


, South  America 


Vene- 

zuela 


12 
25 
54 
101 
173 
289 
377 
374 
319 
318 
324 
373 
406 
424 
610 
516 
666 
507 
626 
405 
487 
702 
886 
1,065 
1, 194 
1,339 
1,326 


other  * Total 


17 
17 
19 
26 
36 
46 
73 
112 
184 
282 
425 
623 
519 
461 
458 
463 
538 
577 
606 
708 
720 
779 
734 
847 
603 
705 
938 
1, 115 
1,  279 
1, 419 
1, 571 
1,580 


Russia  Other  * Total 

mama 


J Includes,  with  1949  production  shown  in  parentheses:  Argentina  (66);  Bolivia  (2);  Brazil  (0.2);  Colombia 

InSs“wtth  W -Ibania  (3);  Austria  (17);  Germany  (16);  Hungary 

(10);  Netherlands  (12);  Poland  (3);  and  misceUaneous  (4). 
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Foreign  production  of  crude  oil  by  principal  producing  countries,  1918-49 — Con. 


Africa  and  Middle  East 

Far  East 

Egypt 

Bahrein 

Iran 

Iraq 

Kuwait 

Saudi 

Arabia 

Total 

Nether- 

lands 

East 

Indies 

Other  * 

Total 

Grand 

total, 

foreign 

1918 

5 

24 

29 

36 

30 

66 

404 

1919 

4 

28 

32 

42 

32 

74 

486 

1920 

3 

33 

36 

48 

32 

80 

672 

1921 

3 

46 

49 

46 

34 

80 

805 

1922 

3 

61 

64 

47 

37 

84 

826 

192-8 

3 

69 

72 

54 

39 

93 

776 

1924 

3 

88 

91 

56 

39 

95 

820 

192-5 

3 

96 

99 

59 

40 

99 

837 

1920 

3 

98 

101 

58 

41 

99 

893 

1927 

3 

109 

1 

113 

75 

42 

117 

990 

1928 

5 

119 

2 

126 

88 

45 

133 

1, 157 

1929 

5 

116 

2 

123 

108 

47 

155 

1, 311 

1980 

126 

2 

134 

115 

46 

161 

1,403 

1981 

6 

122 

2 

130 

96 

47 

143 

1, 428 

19.82 

5 

135 

2 

142 

107 

46 

153 

1,433 

1988 

5 

149 

3 

157 

117 

46 

163 

1,470 

1984 

4 

1 

158 

21 

184 

129 

55 

184 

1,683 

1985 

4 

3 

157 

75 

239 

129 

54 

183 

1,803 

19.80 

4 

13 

172 

83 

272 

136 

56 

192 

1, 890 

1987 

3 

21 

214 

87 

325 

155 

61 

216 

2,083 

1938 

4 

23 

215 

89 

1 

332 

157 

64 

221 

2, 120 

1989 

13 

21 

214 

84 

11 

343 

171 

65 

236 

2, 250 

1940 

18 

19 

182 

66 

14 

299 

170 

64 

234 

2, 177 

1941 

23 

19 

138 

35 

12 

227 

148 

66 

214 

2,  242 

1942 

23 

17 

199 

54 

12 

305 

66 

39 

105 

1,936 

1943 

25 

18 

205 

68 

13 

329 

133 

42 

175 

2,058 

1944 

26 

18 

280 

85 

21 

430 

61 

45 

106 

2, 495 

1945  . --- 

26 

20 

358 

96 

58 

558 

21 

36 

57 

2, 413 

1946 

25 

22 

402 

98 

16 

164 

727 

6 

35 

41 

2,  786 

1947  

26 

25 

418 

87 

49 

244 

849 

17 

43 

60 

3, 104 

1948  

37 

30 

520 

71 

126 

391 

1,175 

87 

86 

173 

3, 850 

1949 

43 

30 

556 

81 

252 

477 

1, 439 

114 

1 

99 

213 

4, 245 

> Includes,  with  1949  production  shown  in  parentheses:  Borneo  (68);  Burma  and  India  (6);  Sakhalin  (19); 
and  miscellaneous  (6). 

Source:  World  Oil, 


Imports — Statistical. 

Neither  the  importation  of  oil  into  the  United  States  nor  the 
problem  of  imports  is  new  to  the  domestic  industry.  The  independent 
producing  segment  of  the  industry  has  waged  a continuous  battle 
against  excessive  imports  for  almost  30  years.  The  most  significant 
and  serious  problem  posed  was  in  the  1920’s  and  early  1930’s  when  the 
United  States  was  deluged  with  a flood  of  foreign  produced  oil.  The 
effect  of  this,  coupled  with  concurrent  domestic  discoveries  of  fresh 
fields  and  an  economic  depression,  pushed  the  price  of  crude  oil  to  as 
low  as  10  cents  per  barrel.  The  flood  of  imports  was  stopped  in  1932 
by  the  imposition  of  an  excise  tax  of  21  cents  per  barrel  on  crude  oil 
and  most  petroleum  products. 
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Statistics  on  imports  are  of  little  significance  except  when  related 
to  other  statistics  such  as  exports,  domestic  production,  and  domestic 
demand.  The  following  table  reflects  Umted  States  production  o 
crude  oil  compared  with  imports  and  exports  of  crude  oil  and  refine 

products : 


United  States  production  of  crude  oil  compared  with  imports  and  exports  of  crude  oil 

and  refined  products,  yearly  averages,  1918  4“ 


[Thousands  of  barrels  daily] 


Year 


1918- 

1919- 

1920- 

1921- . 

1922- 

1923- 

1924- 

1925- 

1926- 

1927- 

1928- 

1929. 

1930. 

1931. 

1932. 

1933. 

1934. 

1935. 

1936. 

1937- 

1938- 

1939- 

1940- 

1941. 

1942. 

1943. 

1944. 

1945. 

1946. 

1947. 

1948. 

1949. 


Crude 
oil 
pro- 
duction 
in  the 
United 
States 

Crude  oil 

Refined  products 

Im- 

ports 

Ex- 

ports 

Net 
export 
bal- 
ance 1 

Im- 

ports 

Ex- 

ports 

Net 
export 
bal- 
ance 1 

975 

104 

16 

(88) 

3 

170 

167 

1, 037 

145 

17 

(128) 

3 

158 

155 

i,  210 

290 

25 

(265) 

7 

193 

186 

1,294 

344 

26 

(318) 

9 

170 

161 

1, 527 

349 

30 

(319) 

24 

174 

150 

2,007 

225 

48 

(177) 

48 

232 

184 

1, 951 

213 

50 

(163) 

45 

270 

225 

% 092 

169 

37 

(132) 

45 

275 

230 

2,112 

165 

42 

(123) 

58 

319 

2^\ 

2. 469 

160 

43 

(117) 

37 

345 

308 

2, 463 

218 

52 

(166) 

32 

371 

339 

2, 760 

216 

72 

(144) 

82 

375 

293 

2, 460 

170 

65 

(105) 

119 

364 

245 

2’  332 

130 

70 

(60) 

106 

271 

165 

2, 145 

122 

75 

(47) 

82 

207 

125 

2^481 

87 

100 

13 

37 

192 

155 

2, 488 

97 

113 

16 

41 

201 

160 

2,  730 

88 

141 

53 

56 

212 

156 

3,005 

88 

137 

49 

68 

223 

155 

3,  505 

75 

184 

109 

82 

289 

207 

3, 327 

72 

212 

140 

76 

319 

243 

3 466 

91 

198 

107 

71 

320 

249 

3, 697 

117 

140 

23 

112 

216 

104 

3;  842 

139 

91 

(48) 

127 

207 

80 

3 799 

34 

93 

59 

65 

228 

163 

4 125 

38 

113 

75 

136 

298 

162 

4,  584 

122 

94 

(28) 

130 

474 

344 

4, 695 

204 

90 

(114: 

107 

411 

304 

4,  751 

236 

116 

(120) 

141 

303 

162 

5, 088 

267 

126 

(141) 

170 

325 

155 

5.520 

353 

109 

(244: 

160 

260 

100 

. 5,042 

425 

91 

(334] 

217 

236 

19 

Total  crude  oil  and  re- 
fined products 


Im- 

ports 


107 

148 

297 
353 
373 
273 
258 
214 
223 
197 
250 

298 
289 
236 
204 
124 
138 
144 

156 

157 
148 
162 
229 
266 

99 

174 

252 

311 

377 

437 

513 

642 


Ex- 

ports 


186 

175 

218 

196 

204 

280 

320 
312 
361 
388 
423 
447 
429 
341 
282 
292 
314 
353 
360 
473 
531 
518 
356 
298 

321 
411 
568 
501 
419 
451 
369 
327 


Net 
expwrt 
bal- 
ance ^ 


79 

27 

(79) 

(157) 

(169) 

7 

62 

98 

138 

191 

173 

149 

140 

105 

78 

168 

176 

209 

204 

316 

383 

356 

127 

32 

222 

237 

316 

190 

42 

14 

(144) 

(315) 


i Parentheses  indicate  not  import  balance. 

Note  — Foreign  trade  figures  based  on  continental  United  States  only. 
Source:  U.  S.  Bureau  of  Mines  and  the  Petroleum  Almanac. 


« 
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For  the  purposes  of  this  report  it  is  significant  to  know  the  current 
.source  of  these  imports.  The  following  table  reflects  these  sources 
and  the  quantities  thereof  for  the  year  1949; 


Oil  imports  into  United  States,  1949 

CRUDE  OIL 


Total  barrels 

Barrels  daily 

To  east  coast  ports,  from— 

Colombia  ....  ....... 

n,  448,000 

31,364 

Cnrarao  and  Amha  ...  ..... - 

3,991,000 

10,934 

Tran  ...  . . 

1,107,000 

3,033 

Iraq  . _ _ _ 

341,000 

034 

TTiiwaif;  . . .. .......... — 

19, 072,000 

52,252 

Mptioo  .... ..... 

3,756,000 

10,  291 

Randi  Arabia  _ _ ..... - 

15, 723, 000 

43, 077 

Venezuela 

81,045,000 

222,041 

Total - - - 

136, 483, 000 

373,926 

To  other  United  States  ports,  from— 

K’nwait.  

6,000 

17 

ATpvim  _ ... 

2,277,000 

6,238 

Randi  Arabia  . _ _ 

120,000 

329 

Venezuela - 

10,036,000 

43,934 

Total - - 

18, 439. 000 

50,518 

Total  omdft  oil  - ..... 

154,922,000 

424, 444 

REFINED  PRODUCTS 


To  east  coast  ports: 

‘ni^tillatp  fnpl  oila  

1. 717.000 
74, 100, 000 

1. 416.000 

1 

4,704 

203,014 

3,879 

Pp«idnal  fnpl  oil  . . _ - 

Other 

Total - 

77,233,000 

211,597 

To  other  United  States  ports: 

TSiQtillatp  fnpl  oils  . . . _ . 

3,000 

455,000 

1,518,000 

8 

1, 247 
4, 159 

Ppsidnal  fiipl  oils  ....  — 

Other - - 

Total-- - - 

1, 976, 000 

5,414 

Total  rpfinpd  nrodnets  . . - .... ... 

79, 209,000 

217,  on 

Source:  Bureau  of  Mines. 


The  export-import  figures  used  in  the  foregoing  tables  are  those 
within  the  definitions  used  by  the  United  States  Bureau  of  Mines. 
Under  the  Bureau  of  Mines’  definition,  “Imports”  includes  afi 
petroleum  entering  the  United  States  except  foreign  oil  in  transit 
to  another  country,  as  in  the  case  of  the  Portland-Montreal  pipeline. 
Their  import  figures  include  residual  fuel  brought  into  the  country 
in  bond  for  bunkering  vessels  engaged  in  foreign  trade,  bonded  im- 
ports of  crude  oil  for  processing  and  export  of  resulting  products,  and 
imports  by  the  military  in  addition  to  the  normal  commercial  im- 
ports. Some  of  the  statisticians  point  out  that  a parallel  structure 
on  petroleum  products  moving  out  of  this  country  does  not  exist 
in  the  treatment  of  Bureau  of  Mines’  statistics  on  exports.  F or  example 
they  point  out  that  military-offshore  shipments  and  fuel  used  in 
bunkering  ships  engaged  in  foreign  trade  are  not  classified  as  exports. 
Whatever  definition  is  used,  however,  it  is  uniformly  agreed  that 
“the  inflow  of  petroleum  represents  a growing  amount  relative  to  the 
outflow.” 
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At  the  outset  of  these  investigations  the  only  figures  publicly 
available  on  imports  were  in  totals.  It  was  necessary  to  ascertain 
the  names  of  the  principal  importing  companies  and  obtam  informa- 
tion as  to  their  respective  importing  activities.  In  order  to  follow 
from  month  to  month  the  trend  of  imports,  the  subcomimttee  re- 
quested the  11  principal  importing  companies  to  regularly  report 
their  actual,  monthly  imports,  such  reports  to  reflect  quantities 
broken  down  by  crude  and  products  as  well  as  the  country  sowce  of 
origin.  These  reports  have  been  regularly  submitted  since  August 
1949.  In  addition  to  this  information  the  companies  were  requested 

to  supply  estimates  projected  into  the  future. 

The  following  tables  reflect  the  individual  activities  of  these  11 
companies  who  are  currently  responsible  for  95  percent  of  the  total 
imports.  These  tables  also  reflect  company  estimates  on  a daily 
average  basis  for  the  remainder  of  1950. 

The  Atlantic  Refining  Co— Imports  of  crude  oil  and  refined  products 

[Figures  in  barrels  daily] 


Crude  oil 


Venezu- 

ela 


Saudia 

Arabia 


Iran 


Kuwait 


Total 


Refined  I 
products, 
Nether- 
lands 
West 
Indies 


1948—  Average 

1949—  January 

February 

March 

April 

May - 

June 

July 

August. 

September 

October 

November — - 

December 

1949—  Average - 

1950—  January 

February 

Marc?i 

April  (estimated). -- 
May  (estimated)  — 
June  (estimated) 

Average  6 months... 

Last  6 months  (estimated) 


21, 972 
37,800 

31,  952 
21,  786 

32,  793 
33, 561 
30, 497 
40,306 
35,563 
31, 492 
36, 358 
34, 882 
45, 659 
34, 430 
41,096 
28,  616 
62, 654 
55,000 

55.000 

65.000 
47, 878 
65, 850 


632 
3,688 
8, 318 
3,  785 
4, 561 
4, 450 

643 

1,235 
3, 769 
7,829 
3,433 

• 

4, 393 
8,804 

3, 146 

1, 211 

6,665 


24.  482 
45,247 
48,099 
29,004 
37, 354 
38,  oil 
30,497 
44,699 

44. 367 
31, 492 

36.368 
34,882 
45, 659 

1 38, 787 
41.096 
28, 616 
62,  554 

65.000 

55.000 
55,000 

*47,878 
» 62, 515 


3,203 

272 


3,343 


657 


Total 
crude 
and  prod- 
ucts 


24,482 
45, 247 
48.099 
29,004 
37,354 
38,  on 
30,497 
44,699 
44,367 
31, 492 
36,358 
34,882 
48,862 
39, 059 
41,096 
28,616 
65,897 
55,000 

55.000 

65.000 
48, 435 
62,616 


1 Includes  13,385  barrels  specialty  crudes;  23,510  barrels  from  contractual  commitments;  1,892  barrels 
‘^Suls'S‘b^els  specialty  crudes;  25,922  barrels  from  contractual  commitments;  12,514  barrels 

specialty  crudes;  36,191  barrels  from  contractual  commitments;  12,924  barrels 

controlled  production. 
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Cities  Service  Co.,  Inc. — Imports  of  crude  oil  and  refined  products 

[Figures  in  barrels  daily] 


Venezu- 

ela 


Crude  oil 


Mexico  Kuwait  Total 


Refined  products 


Nether- 

lands 

West 

Indies 


Mexico  Total 


Total 

crude 

and 

products 


15,425 

3,303 

3.694 
9, 628 

3. 695 


7,005 
5,208 
3, 451 
8,121 
3,382 
3,367 
5, 905 
4,822 
2,320 
2, 592 
4,682 


4, 355 

4, 500 
3,825 

8,543 


2, 375 


2,451 
2, 069 
2.646 
4, 736 


2,363 
4, 490 
3,312 


1,747 


4, 550 


4,500  3,700 


3,597 

3, 700 
2,691 


18, 446 
3,303 
6, 145 
11,697 
6,341 
4,736 
7,005 
5,208 
3, 451 
10,484 
7,872 
6,679 
5,905 
6,569 
2,320 
2,592 
9, 232 

8,200 

7,952 

8,200 

6,416 


2,376  10,919 


3,567 


1 5, 774 
12,378 


3, 369  3, 369 


3,567 


5, 774 
2,378 


1 127  2,394  2,521 

3, 097  3, 097 

987  738  1,725 

3,065  2,161  5,226 

*3,750  *3,750 


1, 136 


1,496 


2,376 


18, 446 
3,303 
6, 145 
11,697 
9, 710 
4,736 
10, 572 
5,208 
9, 225 
12, 862 
7,872 

9.200 
9,002 
8, 294 
7, 546 
6,342 
9, 232 

8.200 

7,952 

8,200 

7,912 


2,376  13,295 


« 

1 Topped  Venezuelan  crude  originating  in  Venezuela. 

* Trinidad,  British  West  Indies. 

Gulf  Oil  Corp. — Imports  of  crude  oil  and  refined  products 

[Figures  in  barrels  daily] 


Crude  oil 


Venezuela  Kuwait 


Total 


Refined 
products 
Nether- 
lands West 
Indies 


Total 
crude  and 
products 


1948—  Average — 70, 012 

m^January 57, 4W 

February - 

March  47, 061 

AprU— 62,3^ 

May 70, 130 

June Snl?? 

July 70, 651 

August - 

October 77,  wl 

November - - ^4 

December - 75,^8 

1949—  A verage - - 52, 512 

1950—  January 

February 7^  iw 

March - II’ 

April  (estimated) 

May  (estimated) w,  TO 

June  (estimated) w,TO 

Average  6 months 70^86 

Last  6 months  (estimated) 

70,  UUU 


4,  232 
24, 562 
20, 152 
24, 693 
29,  408 
14,  772 
23, 885 
17, 118 
29, 604 
24,  275 
45,  522 
69,546 
33,401 
29.  745 
48,  718 
31, 834 
19,  483 
37, 800 
45,000 

45.000 
37,  973 

45, 000  to 

35.000 


74,  244 
82, 025 
71,468 
71,  754 

91.  771 
84. 902 
83,208 
87.  769 
83,  649 
98, 880 

123,483 

119,560 

108,609 

92,  257 
134, 656 
110, 014 

90,  485 
105,000 
105,000 
105,000 
108, 359 
105,000 


8,801 
6, 143 
6,861 
6. 149 
9, 992 


2,429 


83, 045 
88,168 
78,329 
77,903 
101,  763 
84, 902 
83, 208 
87,  769 
83, 649 
98,880 
123,483 
119,  560 
108,  609 
94,686 
134, 656 
110, 014 
90, 485 

105.000 

105.000 

105.000 
108,359 
105,000 
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Shell  Oil  Co.j  Inc. — Imports  of  crude  oil  and  refined  products 

(Figures  in  barrels  daily] 


Refined 

rnifip 

ucts,  crude 

zueia 

Indies 


Refined 

Prude 

uruae  crude 

Nether-  and 
lands  prod- 
zuela  West  ucts 

Indies 


1948—  Average. 636  5,311 

1949—  J anuary - 3, 800  11, 051 

February 9,464 

March 3, 700  11, 574 

April  8,000  18,303 

May 7,600  9,045 

June 11. 600  6, 476 

July... 7,900  12,497 

August — 7,400  10, 9W 

September 7,700  11,738 

October 10, 930  6, 258 


5, 947 
14, 851 
9, 464 
15, 274 
26,303 
16, 645 
18, 076 
20,397 
18, 394 
19,438 
17, 188 


1949 —  November 12,176  10,883  23,059 

December.  7,961  20,034  27,995 

1940-Average 7,397  11,526  lfi,9^ 

1950—  January — - 7,785  14,910  22,695 

February.. 8,456  1,386  9,842 

March- 7,878  6,270  14,148 

April  (estimated...  8,000  4,500  12,500 

May  (estimated)—  8,000  5,387  13,387 

June  (estimated)— - 8,000  4,500  12,500 

Average  6 months 8, 020  6, 159  14, 179 

Last  6 months  (estimated)  8, 000  5, 835  13, 835 


Shell  Caribbean  Petroleum  Co.  (formerly  Asiatic  Petroleum  Corp.)  Imports  of  crude 

oil  and  refined  products 

(Figures  in  barrels  daily] 


Refined 

prod- 

nets,  Total 

Crude  crude 

and 

Vene-  west  Prod- 

zuela  Indies-  ucts 

Vene- 
zuela 


Refined 

prod- 


oil, 

Vene- 

zuela 


lands 

West 

Indies- 

Vene- 

zuela 


Total 

crude 

and 

prod- 

ucts 


1948—  Average 615  9,183  9,^ 

1949 —  January.. 22,000  22,000 

February 13, 500  13, 500 

March — - 25,100  25,100 

April  30,700  30,700 

Mav‘"  14,800  14,800 

June-""- 13,300  13.300 

July 40,500  40,500 

August 34,  700  34,  700 

September 28,000  28,000 

October 38, 100  38, 100 

November 56, 300  56, 300 


1949 — December — 74,800  74,800 

1949 —  Average 32,650  32,650 

1950 —  January. 79,300  79, 3W 

February 38,400  38,400 

March 92,600  92,600 

April  (estimated) 48, 400  48, 400 

May  (estimated) 53,800  53,800 

June  (estimated) 58,700  58,700 

Average,  6 months 61,867  61,867 

Last  6 months  (estima- 

ted)— - 82,200  82.200 


Note.— Subsequent  to  compilation  of  the  foregoing  table  of  the  Shell  Carib^an  Petroleum  Co.,  ^ 
subcommittee  was  notified  by  the  company  that  their  estimates  for  May  would  be  changed  from  53,800 
barrels  to  62,300  barrels  and  estimates  for  June  from  58,700  to  69,500. 
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Standard  Oil  Co.  of  California— Imports  of  crude  oil  and  refined  products 

[Figures  in  barrels  daily] 


Crude  oil 


, Saudi 
Venezuela 


Total 


Refined 

products 


Total  crude 
and  prod- 
ducts 


1949— January 

February 

March 

April 

May__ 

June 

July..- 

August 

September.  

October 

November 

December... 

1949—  Average 

1950—  January 

February 

March 

April  (estimated! 

May  (estimated) 

June  (estimated) 

Average  6 months 

Last  6 months  (estimated) 


12. 944 


10, 075 
19, 425 
11,681 
14,503 
10,390 
16,  770 
16, 692 
18, 131 
16. 891 
27, 740 
11,946 
12, 667 
15,  576 
14, 446 
5, 339 

18. 979 
21,  250 
16, 624 
21,517 
16, 359 

15.979 


2, 412 
2, 344 


4,080 
3, 948 


3, 999 
3,  779 
7, 607 
2, 347 
17,588 
8.  746 
14, 275 
11,800 
16,800 
16,800 
14, 335 
17,000 


13,  273 


10, 075 
19, 425 
14,093 
16, 847 
10. 390 
20, 850 
20, 640 
18, 131 
16, 891 
31,  739 
15, 725 
20.  274 
17, 923 
32,034 
14, 086 
33, 254 
33,050 
33,  424 
38, 317 
30, 694 
32, 979 


No  prod- 
ucts im- 
ported.' 


I 5.628  barrels  daily  during  October  1948  of  gasoline  blending  stock  not  shown  above. 

Standard  Oil  Co.  {Indiana)— Imports  of  crude  oil  and  refined  products 

[Figures  in  barrels  daily] 


13,273 


10.075 
19, 425 
14,093 
16, 847 
10, 390 
20, 850 
20,640 
18, 131 
16, 891 
31, 739 
15.  725 
20.  274 
17, 923 
32. 034 
14,085 
33,  254 
33, 050 
33,  424 
38, 317 
30. 694 
32,979 


Venezu- 

ela 


Crude  oil 


Mexico  Total 


Refined  products 


Nether- 

lands 

West 

Indies 


Venezu- 

ela 


Total 


Total 

crude 

and 

products 


1948—  Average - 9,242 

1949—  January - h, 

February 7.wi 

March 8. 600 

April 

May 

July - 6,902 

August 10,365 

September 13,549 

October 6, 582 

November 3,535 

December, Vncn* 

1949—  Average 7, 959 

1950—  January 3,  HI 

February 7,W2 

March 3,077 

April  (estimated) 12, 000 

May  (estimated) 12, 000 

June  (estimated) - 10, 000 

Average  6 months 7, 874 

Last  6 months  (estimated) 11, 250 


1, 116 


3, 416 
3, 180 
3.326 
3,365 
3,329 


2, 919 
1, 628 


3, 304 


10.358 
6, 681 
7,621 
8,600 
12,  201 
12,  427 
10,  466 
10, 082 
13, 691 
16, 914 
9,911 
3.  535 
2.  919 
9,  587 
3, 141 
7. 002 
6.381 
12,000 
12,000 
10.000 
8,440 
11, 250 


15, 056 

19. 406 

18.406 
13, 130 
20. 711 
13,885 

7, 075 
15,  242 
18,381 
24,428 
45, 811 
41,383 
34,332 
22,683 
29, 349 
24. 763 
29,  778 

34.000 

26.000 
27,000 
28,  935 
31, 167 


3,374 


281 
9, 151 
3, 860 
12, 773 
10,000 

7.000 

"6,"585* 

3.000 


15,056 

19. 406 

18.406 
13, 130 
20,  711 
13, 885 

7.075 
15. 242 
18,381 
24. 428 
49, 185 
41,383 
34,332 
22,964 
38,500 
28, 623 
42,  551 

44.000 

33.000 

27.000 
35,520 
34, 167 


25,  414 
26, 087 
26,027 
21,  730 
32,912 
26.312 
17,  541 
25, 324 
32,072 
41,342 
59, 096 
44,  918 
37, 251 
32. 551 
41,641 
35,625 
48, 932 

56.000 

45.000 

37.000 
43,960 
45, 417 


Standard  OH  Co.  {New  Jersey) — Imports  of  crude  oil  and  refined  products 

[Figures  in  barrels  daily] 
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The  Texas  Co. — Imports  of  crude  oil  and  refined  products 

[Figures  in  barrels  daily] 


1948—  Average 

1949—  January 

February 

March 

April - 

May 

June - 

July 

August - 

September 

October 

November 

December 

1949-  Averse 

1950—  January 

Februsuy 

March- 

April  (estimated) — 

May  (estimated) 

June  (estimated) 

Average  6 months 

L*ast  6 months  (estimated) 


Crude  oil 


Venezuela 


9,183 
26,205 
28,325 
21, 241 
38, 941 
23,003 
15,965 
40, 698 
36, 344 
37,222 
46,450 
42, 361 
40,946 
33, 176 
43, 349 
49,581 
38, 460 
42,000 
45,500 
45,500 
44,065 
42,000 


Saudi  Arabia 


2,763 
11, 141 
19, 771 
14, 403 
7,661 
11, 661 
15,019 
7, 136 
14, 129 
7,321 
16, 069 
17,051 
22,444 
13,621 
29,971 
22, 821 
22,651 
25,500 
20,000 
6,500 
22, 074 
21,000 


Total 


11.946 

37,346 

48,096 

35,644 

46,602 

34,664 

30, 984 

47,  834 

50,473 

44,643 

62, 519 

59,412 

63,390 

46,  797 

73,320 

72, 402 

66,111 

67.500 

65.500 

52.000 
66, 139 

63.000 


Refined 

products 


5, 031 


3, 766 
6,000 
3,370 


Total  crude 
and  products 


3,445 
6, 180 
14, 628 
8,881 
3, 832 
11,894 
6,615 
3, 155 


3,611 

3,000 


16,977 

37,346 

51,862 

41,644 

49, 972 

34,664 

30, 984 

47.834 

50, 473 

47,988 

68,699 

73,940 

72,271 

50,629 

85, 214 

79,017 

69,266 

67.500 

65. 500 

52.000 
69, 750 

66.000 


The  subcommittee  has  prepared  summary  tables  on  these  11  com- 
panies which  are  as  follows  (late  changes  made  by  Shell  ^Caribbean 
and  Standard  Oil  (New  Jersey)  are  not  reflected  m these  summaries). 

Summary  Table  No.  l.—  L nited  States  imports  of  crude  oil  and  refined  products 
h^!i^lthstr  n^^  importers^  1H8.  1949.  and  company  esHmates  {plus 

some  actuals)  for  1950  


Average. 


1H8 


1949 


January — 
February-  - 

March 

April 

May 

June 

July 

August — 
September 
October. -- 
November 
December- 


Average. 


1950 

January 

February 

March 

April  (estimated)  * - 

May  (estimated)  * - 

June  (estimated)  * 

Average,  6 months. 


Last  6 months  (estimated.) 


Crude  oil 

Refined 
prod- 
ucts—all 
Western 
Hemi- 
sphere 

Total 

crude 

and 

products 
by  11 
com- 
panies 

W estern 
Hemi- 
sphere 

Eastern 

Hemi- 

sphere 

Total 

. 279,418 

59, 919 

339,337 

124,201 

463, 538 

. 282,844 
. 255,368 
. 253,027 
. 294,389 

- 277,162 

- 274,988 
. 316,746 
. 297,762 
. 302,867 

- 380,752 
. 293,094 
_ 373,653 

137, 832 
166,737 
96,611 
88,606 
101,454 
96,031 
83,400 
81,864 
52, 891 
88. 169 
115, 938 
93,056 

420,676 
422, 105 
349,638 
382,995 
378, 616 
371,019 
400, 146 
379,626 
365, 758 
468, 921 
409,032 
466,709 

128, 777 
118, 102 
135,773 
169,817 
139, 646 
155,  253 
192, 171 
187,497 
223, 922 
237,385 
252,  498 
332, 139 

549,453 
540, 207 
485, 411 
552, 812 
518,262 
526,272 
592, 317 
567, 123 
579,680 
706,306 
661,530 
798. 848 

_ 300,484 

99,877 

400,361 

189, 709 

590,070 

. 363,175 
_ 302,626 
. 359,868 
. 361,150 
- 355,776 
_ 355,717 

112,219 
99,672 
90, 106 
104,700 
112,800 
99,300 

475,394 
402,298 
449,974 
465,850 
468, 576 
455,017 

326,211 
251, 481 
361,825 
245, 233 
240,413 
238,533 

801,605 
653, 779 
811,799 
711,083 
708,989 
693, 550 

_ 349.719 

103, 132 

452, 936 

277,283 

730,219 

_ 372,681 

115,665 

488,346 

293,078 

781,424 

Grand 

total 

crude 

and 

products 

im- 

I)orted  * 


51A000 


620.000 

597.000 

522.000 

593.000 

572.000 

598.000 

624.000 

615.000 

622.000 

784.000 

703.000 

828.000 


Percent 
of  grand 
total  im- 
ported 
by  11 
com- 
panies 


90.4 


641,000 


841.000 

685.000 

865.000 


88.6 

90.5 

93.0 

93.2 

90.6 

88.0 

94.9 

92.2 

93.2 

90.1 

94.1 
96.5 


92.1 


95.3 

95.4 
93.8 


for  refined  products  include  the  average  of  a range 
sho^  tto  Sard  Oil  Co.  (New  Jersey)  and  Socony- Vacuum. 
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Summary  Table  No.  2. — United  States  imports^  by  company  of  crude  oil  and  refined 

products^  11  principal  importers,  1948  and  1949 


[Figures  in  barrels  daily) 


Crude  oil 
imports 

Refined  prod- 
uct imports 

Total  Crude  oil 
and  refined 
products 

Percent  of  total 
United  States 
imports 

1948 

1949 

1 1 
1948 

1949 

1948 

1949 

1948* 

1949* 

Tha  Atlantic  "Rcfininty  Co 

1 

24, 482 
18,446 
74,244 

38, 787 
6,569 

272 

24,482 

39, 059 

4.8 

6.1 

flit.ifla  Service  On  . Tnc 

1,725 

18, 446 

8,294 

3.6 

1.3 

Gulf  Oil  Corp 1 

Shell  Caribbean  Petroleum  Co. 

92,257 

8,801 

' 2,429 

83, 045 

94, 686 

16.2 

j 14.8 

(formerly  Asiatic  Petroleum 
Corp  ) 

615 

9, 183 

32.650 

9. 798 

32,650 

1.9 

5.1 

Shell  Oil  Co.,  Inc 

636 

7,397 

5. 311 

11, 526 

5, 947 

18,923 

1.1 

3.0 

Sinclair  Oil  Com  . 

24, 595  ' 
55,842 
13. 273 
10,358 

26, 042 

523 

24, 595 

26, 565 

4.8 

4.1 

Socony-Vacuum  Oil  Co 

StanflopH  Oil  Oo  of  Oalifomia 

64,460 
17,923 
9,  687 

i,4l9 

2, 447 

67, 261 
13,273 

66, 907 
17,923  ' 

11.2 

2.6 

10.4 

2.8 

Standard  Oil  Co.  (Indiana) 

15,056 

22,964 

25, 414 

32,651 

6.0 

5.1 

Standard  Oil  Co.  (New  Jersey) 

104,900 

90, 542 

79, 400 

111,  341 

184,300 

201,883 

35. 0 

31. 5 

The  Texas  Co — 

11,946 

46, 797 

5,031 

3,832 

16, 977 

60. 629 

3.3 

7.9 

Total  11  Companies 

339,337 

400,361 

124,  201 

189, 709 

463,538 

590, 070 

90.4 

92.1 

J Based  on  U.  S.  Bureau  of  Mines  average  for  all  importers  of  514,000  barrels  daily  for  1948  and  641.000 
barrels  daily  for  1949. 


Summary  Table  No.  3. — United  States  imports  of  crude  oil  by  11  principal  import- 
ing companies,  1948,  1949,  and  company  estimates  {plus  some  achials)  for  1950 


[Barrels  daily] 


Importing  company  (in  order 
of  estimated  imports  for 
first  6 months,  1950 

Average 
year  1948 

Average 
first  6 
months, 
1949 

Average 
second  6 
months, 
1949 

Average 
first  6 
months, 
1950 

(estimated)* 

Average 
second  6 
months, 
1950 

(estimated) 

Percent 
change 
second  6 
months, 
1950  over 
year  1948 

Gulf  Oil  Corp 

Standard  Oil  Co.  (New  Jersey). 

Socony-Vacuum  Oil  Co 

The  Texas  Co  - 

Atlantic  Refining  Co — - 

Sinclair  Oil  Corp 

Standard  Oil  Co.  (California). 
Standard  Oil  Co.  (Indiana). .. 

Shell  Oil  Co 

Cities  Service  Co 

Shell  Caribbean  Petroleum 
Co.  (formerly  Asiatic  Pe- 
troleum Corp.) 

74, 244 
104,900 
55, 842 
11, 946 
24, 482 
24,595 
13,273 
10,358 
636 
18,446 

615 

80,855 
108, 124 
60,077 
38,890 
38,035 
24, 261 
15,280 
9,666 
5,783 
6,538 

103,658 
73, 080 
68,846 
54,695 
39,676 
27,823 
20,567 
9,509 
9,011 
6,600 

108,359 
74,900 
67,893 
66, 139 
47,878 
34,216 
30,694 
8,421 
8,020 
6,416 

105,000 

75.000 

69.000 

63.000 
62,515 
50,683 
32,979 
11,250 

8,000 

10,919 

+41 

-29 

+24 

+427 

+155 

+106 

+148 

+9 

+1, 168 
-41 

-100 

Total  11  companies 

All  other  imports 

339,337 

13,663 

387, 509 
21, 491 

413,365 
2:5, 635 

452,936 

22,563 

488,346 

22,563 

+44 

+66 

Total  imports 

353, 000 

409,000 

437,000 

475,469 

610,909 

+45 

> Includes  actual  imports  for  January,  February,  and  Marcli  and  estimates  furnished  by  companies  for 
April  through  December.  ^ ^ 

Total  import  figures  for  1948  and  1949  from  U.  S.  Bureau  of  Mines.  . ^ 

Figures  for  “All  other  imports*'  for  1950  included  at  same  rate  as  average  of  these  Imports  during  1949, 


i. 
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Summit  Tabl.  No.  4.- 

principal  importing  companies,  1948,  1949  ana  compu  y 
actuals)  for  1950  [Barrels  daily] 


Importing  company  (m  order 
of  estimated  imports  for 
first  6 months,  1950) 


Average 
year  1948 


Average 
first  6 
months, 
1949 


Average 
second  6 
months, 
1949 


Average  Average 
first  6 second  6 

months,  months, 

; 1950  1950 

l(estimated)i  (estimated) 


Percent 
change 
second  6 
months, 
1950,  over 
year  1948 


standard  Oil  Co  (New  Jer- 

g0y^ ...... 

Shell  Caribbean  Petroleum 
Co.  (formerly  Asiatic  Petro- 
leum Corp.) 

Standard  Oil  Co.  (Indiana)-.- 

Shell  Oil  Co 

The  Texas  Co 

Socony-Vacuum  Oil  Co 

Cities  Service  Oil  Co 

Atlantic  Refining  Co 

Gulf  Oil  Corp — 

Sinclair  Oil  Corp-..---— ---- 
Standard  OU  Co.  (California). 

Total  11  companies 

All  other  imports.. 


79, 400 


9,183 
15, 056 
5,311 
5,031 
1,419 


84, 002  138, 068  * 164, 693  161. 500 


19,900 

15,436 

10,986 

2,189 

2,702 

1,156 


8,801 


124, 201 
36, 799 


141,228 
33, 772 


Total  imports 161,000 


45,400 
30,492 
12,067 
5,506 
2, 193 
2, 295 
534 


61,867 
35,612 
6. 159 
3,611 
3.288 
1,496 
557 


82,200 
34, 167 
5,835 

3.000 

4.000 
2,376 


d-103 


-1-795 

-1-127 

+10 

-40 

+182 


4,857  ------ 


1,047 


237,602 

21,398 


277,283 
27, 585 


293,078 

27,585 


+136 

-25 


175,000  259,000  304,868  320,663 


'Tincludes  actual  imports  for  January.  February,  and  March  and  estimates  furnished  by  companies  for 

^?licl“vS“o^a  range  shown  for  refined  product  imports.  April  through  June. 

3 No  imports  of  products  in  1948  on  which  to  base  percentage  change. 

a Tawtf  No  5 United  States  imports  of  crude  oil  and  refined  produds 

^8,  1949  and  company  estimates  {plus 

some  actuals)  for  1950  


Importing  company  (in  order  Average 
of  estimated  imports  for  y^r  1948 
first  6 months,  1950) 


Average 
first  6 
months, 
1949 


Average 
second  6 
months, 
1949 


Average 
first  6 
months, 
1950 


Average 
second  6 
months, 
1950 


Percent 
change 
second  6 
months, 
1950  over 


.V.  / 1950  over 

(estimated)*  (estimated)  y^j. 


Standard  Oil  Co.  (New 

Jersey) 

Gulf  Oil  Corp - 

The  Texas  Co 

Socony-Vacuum  Oil  Co 

Shell  Caribbean  Petroleum 
Co.  (formerly  Asiatic  petro- 
leum Corp.) 

Atlantic  Refining  Co 
Standard  Oil  Co.  (Indiana)... 
Sinclair  Oil  Corp 
Standard  Oil  Co.  (Cahfornia). 

Shell  Oil  Co - 

Cities  Service  Co.. 


Total  11  companies 
All  other  imports 


184,300 

83.045 

16,977 

57,261 


9,798 
24, 482 
25,414 
24,  595 
13,273 
5, 947 
18,446 

463.538 

50,462 


Total  imports 4, 000 


192,126 
85, 712 
41,079 
62, 779 


19.900 
38,035 
25, 102 
24,261 
15,280 
16,769 
7,694 

528,  737 
55,263 

584.  COO 


211, 148 
103,658 
60, 201 
71,039 


45,400 
40, 110 
40.C01 
28. 870 
20,  567 
21.078 
8, 895 

650, 967 
45, 033 

696,000 


> 239,  593 
108, 359 
69,  750 
71. 181 


61, 867 
48,435 
44.033 
34, 216 
30.694 
14.179 
7,912 

730. 219 
50. 148 


236,500 

108,000 

66,000 

73,000 


82,200 
62, 515 
45.417 
50,683 
32, 979 
13,835 
13,295 

781, 424 
50, 148 


780,367  831,572 


+28 

+26 

+289 

+27 


+739 

+155 

+79 

+106 

+148 

+132 

-28 


. Includes  actual  imports  for  January.  February,  and  March  and  estimates  furnished  by  companies  for 
^?KdTs'av?m7e”of®a  range  shown  for  refined  pr^uct  im^rts.  April  through  June. 
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On  May  17  representatives  of  all  of  these  importing  companies 
appeared  before  the  Texas  Railroad  Commission  in  Austin,  Tex.  At 
tMs  hearing  the  same  companies  submitted  the  following  estimates  of 
their  imports  for  the  last  half  of  1950. 


1 

1 

1 

Importing  company  ' 

1 

Crude  petro- 
leum second 
' 6 months 

1950  (esti- 
mated) 

Refined  prod- 
ucts, second 
! 6 months 
1950  (esti- 
mated) 

Total  crude 
petroleum 
and  refined 
products, 
second  6 
months  1950 
(estimated) 

Standard  Oil  Co.  (New  Jersey) - 

Gulf  Oil  Corp 

75.000 
105.000 

63.000 

69.000 

161,500 

226,500 

105,000 

66,000 

72.500 
82,000 

62.500 
45,400 

33.000 

48.500 

14.000 
8,000 

The  Texas  Co 

3.000 

3,500 

82,000 

Socony- Vacuum  Oil  Co 

Asiatic  Petroleum  

Atlantic  Refining  Co  ................ 

62.500 
11,200 
33.000 

48.500 
8,000 
6,000 

Standard  Oil  (Indiana)  . 

34,200 

RtanHard  Oil  (Cftlifnmia.)  

Sinclair  Oil  Corp  ............... 

Shell  Oil  Co  1 

6.000 

2,000 

Cities  Service  Co ... ........ 

Total  11  pompanifts _ _ . _ 

481,200 

282,200 

763,400 

Testimony  op  the  Independent  Producers 

It  would  be  virtually  impossible  to  digest  all  of  the  facts,  opinions, 
interpretations  and  prognostications  of  the  independents  who  appeared 
as  witness  before  the  committee  and  subcommittee.  In  substance 
the  principal  contentions  advanced  by  the  independents  are  briefly 
these: 

1.  During  the  early  days  of  the  hearings  some  independents  con- 
tended that  the  domestic  producing  industry,  up  to  the  point  of 
domestic  productive  capacity,  should  be  permitted  to  supply  domestic 
demands.  The  tenor  of  feeling  manifested  during  the  field  hearings 
held  in  April  1950,  mdicated  a general  acknowledgement  that  imports 
had  a place  in  the  domestic  picture,  but  that  such  imports  should 
be  limited  to  “reasonable”  levels. 

2.  That  the  fluctuations  of  domestic  demand  should  be  cushioned 
by  imports  as  a supplementary  source  i-ather  than  be  cushioned  by 
domestic  production. 

3.  That,  relatively  speaking,  the  domestic  producer  can  no  longer 
look  to  world  markets  as  an  outlet  and  must  rely  upon  domestic 
markets  for  the  sale  of  his  production. 

4.  That  the  oil  of  the  Middle  East  and  South  America  is  now 
invading  that  one  remaining  market  in  ever-increasing  amounts  and 
new  production  in  Canada  and  Mexico  threatens  even  deeper  inroads 
in  the  future. 

5.  That  production  in  this  country  has  already  been  cut  back 
several  hundred  thousand  barrels  per  day,  a substantial  portion  of 
which  is  attributable  to  supplanting  imports. 

6.  That  these  cut-backs  result  in  lower  gross  income  to  the  pro- 
ducer and  consequently  less  net  capital  with  which  he  may  explore 
for,  find,  and  develop  new  reserves  of  oil. 

7.  That  exploratory  drilling  operations  will  be  curtailed  and  that 
if  this  situation  continues  it  will  ultimately  result  in  a lowering  of 
this  Nation’s  oil  reserves  and  productive  capacity,  thereby  impairing 
the  domestic  economy  as  well  as  national  security. 
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8.  That  if  the  domestic  industry  permits  its  productive  capacity 
to  be  lowered  to  a point  that  it  is  not  self-sufficient  for  norraal  peace- 
time needs,  we  will  become  dependent  upon  imported  oil  and  thereby 
be  subjected  to  monopolistic  practices,  since  ownership  of  foreign  oil 

is  in  the  hands  of  a few  companies.  . . , 

9.  That  the  import  policy,  adopted  by  the  entire  industry,  stating 
that  imports  should  supplement  domestic  production,  is  being  violated 
under  any  reasonable  interpretation  of  that  policy. 

10.  That  restrictions  of  domestic  production  under  State  conserva- 
tion laws  should  be  accompanied  by  similar  restrictions  on  imports. 

11.  That  increasing  costs  of  finding  and  developing  oil  in  the  United 
States  make  it  impossible  to  compete  ^vith  the  flush  production  in 

foreign  areas.  , , ■ j j . 

As  a remedy  to  the  situation  complained  of,  the  independent  pro- 
ducers recommend:  1.  Quantitative  quotas  ranging  from  about  300,000 
barrels  daily  upward  to  current  levels  of  approximately  800,000 

barrels  daily;  and  2.  Tariff  restrictions. 

It  must  be  borne  in  mind  that  10  months  have  elapsed  between 
the  testimony  of  the  first  group  of  independents  and  the  last  group, 
and  the  testimony  of  each  should  be  related  to  the  situations  current 
at  the  time.  In  order  to  more  specifically  set  forth  the  position  and 
feelings  of  the  independents,  excerpts  from  some  of  their  testimony 
are  set  forth  hereinafter: 

J.  P.  Coleman,  of  Wichita  Falls,  Tex. 

(Excerpts  from  testimony  in  Dallas,  Tex.,  on  May  25,  1949) 

My  name  is  J.  P.  Coleman.  I live  in  Wichita  Falls,  Tex.,  which  town  is  often 
called  the  home  of  the  independent  oil  producer.  I am  a petroleum  engineer  by 
education  and  am  a small  independent  (or  dependent)  oU  producer  We  Imve 
over  500  of  them  in  my  district.  We  have  in  our  district  over  16,000  wells  that 
produce  less  than  3 barrels  per  day  each  and  some  5,000  wells  that  produce  from 
3 barrels  per  day  up  to  allowables  of  about  50  barrels  per  day  each.  We  are  the 

farmers  of  the  oil  industry.  ^ ^ i t 

During  the  war,  I served  on  the  Economics  Committee  of  the  Petroleum  In- 

dustrv  War  Council  and  on  the  Petroleum  Advisory  Committee  of  the  OPA. 
For  several  years,  I have  been  a member  of  the  economics  and  cost  study  com- 
mittee of  the  Independent  Petroleum  Association  of  America 

As  you  probably  know,  the  small  independent  oilmen  of  America,  numbering 
more  than  20,000,  drill  about  75  percent  of  the  wildcats  or  exploratory  wells  in 
this  country  and  produce  about  35  percent  of  the  domestic  crude  oil.  Most  of  us 
have  no  pipe  lines  or  refineries,  and  our  field  of  operation  is  within  the  Unitea 

The  finding  and  production  of  crude  oil  is  our  chief  business.  We  believe  tlmt 
the  preservation  of  the  independent  oil  producers  is  of  great  importance  to  this 
country  and  we  believe  that  your  committee  thinks  so,  too.  i.  j 

About  2 years  ago,  the  oil  producers  of  this  country  were  on  trial.  W e had 
some  spot  shortages,  and  fears  were  expressed  that  the  domestic  oil  producers 
would  not  be  able  to  supply  our  demand.  We  were  just  emerging  from  the  war- 
time restrictions  of  price,  and  materials  and  manpower  were  short.  We  inde- 
pendents told  the  Congress  and  other  Government  agencies  that,  if  we  were  treed 
of  such  restrictions,  we  could  go  out  and  find  the  oil  within  our  own  borders, 
necessary  to  meet  our  demands.  The  record  of  how  that  promise  was  kept  is 
known  to  you  all.  The  producers  did  go  out,  and,  stimulated  by  a re^onable 
price,  the  oil  was  found.  Last  year  saw  the  greatest  number  of  wells  drilled  that 

we  have  seen  in  our  history,  . .1.  x- 

About  9 months  ago,  we  became  quite  concerned  over  the  mounting  impor^ 

of  oil  from  foreign  countries.  We  realize  that  these  imports,  if  unrestricted, 
could  overwhelm  little  producers  and  seriously  impede  the  forward  progress 
being  made.  The  domestic  producers  has  to  give  away  to  these  imports  or  face 
a break-down  of  price  structure,  which  is  so  vital  to  the  healthy  progress  of  our 

domestic  producers. 


t 
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Now  the  effect  of  imports  on  the  independent  producers  is,  first  of  all,  that  we 
get  reduced  allowables.  We  are  in  that  state  now.  Of  course,  that  doesn  t 
affect  the  stripper-well  operator  much,  but  it  dees  affect  the  new  wells,  ^he 
next  thing  that  follows  w^ould  be  reduced  prices.  As  the  income  declines  from 
reduced  allowables  and  reduced  prices,  there  is  just  less  money  available  to  toll 
more  wells;  so  we  get  into  a cycle  that  continues  to  snowball  downhill,  ine 
reserves  discovered  are  alwavs  in  direct  relationship  to  price;  so  if  the  amount  of 
money  available  to  drill  these  wells  is  reduced,  naturally  the  number  of  wells 

drilled  would  be  reduced.  . , , . . .u* 

In  the  last  few'  years,  the  cost  of  refining,  developing,  and  producing  oil  in  this 
country  has  increased  tremendously.  At  the  insistence  of  the  independ^ts, 
cost  studies  w'ere  made  by  the  OPA  during  the  w'ar.  This  was  done  by  sending 
out  questionnaires  which  revealed  detailed  cost  of  producing  oil. 

It  takes  about  5 years  from  the  beginning  of  an  exploration  process  to  compie^ 
the  development  of  the  field,  and  sometimes  longer,  and  then  it  takes  up  to  2U 

years  to  deplete  that  field.  . ^ i 

They  received  answ'ers  that  represented  over  50  percent  of  the  national  pro- 
duction. Of  course,  1944  was  the  last  year  involved,  but  we  have  attempted 

to  make  intelligent  estimates  since  that  time.  , . i 

I have  likened  oil  producers  to  farmers.  Whereas  the  farmer  s cycle  is  1 year, 
the  oil  producer's  cycle  is  about  5 years,  or  more.  It  takes  about  5 years  from  the 
beginning  of  an  exploration  process  to  the  complete  development  of  a held— 
sometimes  longer  and  it  then  takes  usually  20  years  or  more  after  that  to  exhanst 
the  field.  Over  80  precent  of  our  oil  being  produced  today  comes  from  fields  dis- 
covered more  than  5 years  ago.  What  we  do  today  is  of  vital  concern  to  the 

Nation  5 years  hence.  . 

In  order  to  evaluate  properly  our  present  situation,  it  is  necessary  that  we 

evaluate  current  replacement  costs.  Most  of  the  oil  being  produ^d  today  is 
that  was  discovered  and  developed  at  prew'ar  costs  which  were  probably  less  than 
half  the  present  replacement  costs.  How*ever,  it  is  finally  necessary  that  each 
barrel  of  oil  produced  today  be  replaced  by  a barrel  of  high-priced  oil.  Lnlike 
most  other  industries,  the  major  normal  operation  of  the  oil-producing  business 
is  the  replacement  of  its  capital  assets  through  the  discovery  and  develoi^ent  ot 
new  supplies  in  the  form  of  reserves  of  crude  petroleum  in  the  ground  ihis  im- 
portant difference  between  petroleum  and  other  commodities  can  hardly  be  over- 
emphasized. This  is  shown  by  the  fact  that  normally  over  oO  percent  of  the 
income  from  crude  oil  sales  is  expended  each  year  in  the  search  for  and  development 

Unfortunately,  the  bookkeeping  methods  used  by  the  industry  do  not  reveal 
today’s  high  replacement  costs.  It  is  like  the  man  who  sold  fur  $10,000  ^s  house 
Durchased  before  the  war  for  $5,000  and  then  finds  it  necessary  to  pay  $12,000  for 
a house  no  better  than  the  first  one.  When  you  read  about  the  big  earnings’ of  an 
oil  company  you  may  be  assured  that  a large  part  of  it  results  from  the  liquidation 
of  low-cost ' reserves  found  under  low-cost  conditions.  1 his  same  company, 
probably,  is  using  up  most  of  its  apparent  profit  trying  to  replace  what  it  has  sold. 

The  cost  study  instituted  by  OPA  showed  that  the  replacement  cost  in  I"'*'* 
was  about  $1.60  per  barrel  without  profit.  Since  that  time,  labor  rates  have 
increased  about  42  percent,  and  oil-field  materials  and  services  have  increased 
about  50  percent,  not  taking  into  account  a great  deal  of  steel  sold  in  the  gray 
market.  However,  this  is  not  the  whole  story  of  the  increased  cost,  ihe 
industry  has  now  found  it  advisable  to  drill  many  areas  that  under  prewar  crude 
prices  would  have  been  done  only  at  a loss.  In  1948,  the  average  expenditure 
per  exploratory  well  was  about  $87,000  compared  to  about  $33,000  prewar. 
Not  only  this,  but  the  amount  of  oil  found  per  discovery  well  is  now  only  about 
half  what  it  was  during  the  1930’s.  Tliis  all  indicates  that  it  now  costs  probably 
five  times  as  much  to  discover  a barrel  of  oil  as  it  did  before  the  war. 

I am  talking  about  discovery  costs.  We  normally  subdivide  the  ^ 

barrel  of  oil  into  three  categories— first,  the  finding  or  discovery  cost;  second,  the 
development  cost,  which  includes  the  cost  of  drilling  the  wells  after  the  field  has 
been  found  and  equipping  those  wells;  and  third,  the  lifting  or  operating  cost, 

which  goes  on  all  during  the  life  of  the  property.  _ . .1,  - 

Development  costs  are  about  double  prewar,  and  lifting  costs  have  increased 

There  has  always  been  a marked  parallel  between  drilling  activity  and  crude 
oil  prices.  When  crude  prices  are  high,  many  wells  are  drilled,  and  when  it  is 
low;  few  wells  are  drilled.  In  1920,  when  oil  was  $3  per  barrel,  33,900  weUs 
were  drilled;  in  1933,  when  the  average  price  was  67  cents  per  barrel,  only  12,300 
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wells  were  drilled.  In  1948,  with  a price  of  $2.59,  nearly  40,000  wells  were 

drilled,  and  so  on.  This  parallel  was  demonstrated  very  '’*7*^*^ 
studies  of  the  relationship  between  the  consumption  of  oil-field  tubmar  good 
and  oil  discovered.  We  found  that  for  every  ton  of  such  steel  the  ground 

in  the  5 years  prior  to  the  war,  2,240  barrels  of  rescue  were  added,  l^or  the 
five  war  years  it  again  was  2,240  barrels,  and  for  the  five  postwar  years,  it  was 
again  2,240  barrels.  It  is  another  way  of  saying  that  the  more  wells  are  drilled, 

the  more  oil  is  found.  j u • 

I have  a chart  that  I would  like  to  introduce  in  the  record  showing  the  parallel 
between  oil  reserves  and  the  footage  of  drilling  done  each  year,  and  it  is  so  close 
that  it  looks  like  it  is  almost  the  same  curve. 

(The  chart  referred  to  above  is  as  follows:) 

DRILLING  vs.  OIL  RESERVES 


FOOTAQE  DRILLED 
YEARLY 

IMILUON  FT.) 


NEW  RESERVES 
ADDED  YEARLY 
(million  B8L$) 

2900 


t 

\ 


DRILLING 


//^  RESERVES 


YEtHLV  AVePtCE  FOR  « VtAK  ENOINB 1 

We  believe  that  the  national  economy  and  the  national  defense  require  that 
the  present  healthy  conditions  be  maintained.  We  believe  that  the  free  operation 
of  supply  and  demand  within  our  own  borders  will  take  ewe  of  all  future  crude 
oil  requirements  of  this  Nation.  We  believe  that  the  unlimited  importation  of 
cheap  crude  oil  from  foreign  countries  will  cripple  our  national  producers. 

The  independents  are  pretty  well  recognized  and  reconciled  to  the  fact 
we  have  lost  our  foreign  market.  e just  hope  that  we  don  t lose  our  domestic 

™I  had  a figure  here  that  would  probably  illustrate  what  I mean.  We  have 
now  become  a net  importer  of  oil,  whereas  in  the  past  years  we  have  been  exporters 
In  1939  we  imported  162,000  barrels  per  day,  whereas  we  exported  517,000 
barrels  a day.  In  December  1948,  we  imported  645,000  barrels  a day  and  exported 
347  000  barrels  a day.  So  the  position  has  been  entirely  revereed.  W e have  not 
only  lost,  but  we  have  lost,  you  might  say,  some  700,000  barrels  a day  of  market 
part  of  it  being  in  the  form  of  export  difference  and  part  of  it  now  being  the 

import  difference  as  we  have  today.  i # j „-i 

Our  national  safety  in  time  of  war  requires  a large  supply  of  crude  oil  within 

our  own  borders  and  under  our  own  soil. 

We  believe  there  are  enough  areas  in  this  country  properly  developed  to  produce 
the  oil  we  need  in  this  country.  There  has  never  been  a time  when  we  didn  t 
have  enough  oil  within  our  own  boundaries  to  supply  our  own  market. 

This  can  be  had  only  if  we  have  an  active  and  constantly  expanding  oil-produc- 
ing industry  in  this  country.  We  must  have  an  excess  productive  capacity  ready 
at  the  turn  of  a valve  at  all  times. 
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I have  heard  people  say  that  possibly  we  should  shut  in  our  national  production, 
use  oil  from  foreign  countries,  and  save  our  oil.  The  question  was  brought  up 
this  morning  by  the  other  member  of  your  committee.  Well,  I can  only  say 
that  it  would  be  like  tying  your  right  arm  to  your  side  and  trying  to  conserve  that 
muscle.  It  will  naturally  wither  away  if  you  don’t  keep  exercising  it. 

I don’t  believe  we  will  have  any  trouble  finding  oil  in  this  country  in  suftcient 
supply  if  we  will  keep  a healthy,  active,  constantly  expanding  industry.  But,  if 
we  start  that  industry  downhill,  Ave  are  certain  to  get  into  a dependence  on  foreign 
oil  that  we  probably  cannot  recover  from.  In  the  first  place,  the  nurnber  of 
importing  companies  is  comparatively  small,  and  when  the  time  comes,  if  it 
and  I hope  it  doesn't,  that  we  are  dependent  on  this  foreign  oil,  then  those  import- 
ing companies  will  have  complete  domination  over  our  oil  economy,  you  nught 
call  it,  in  this  country.  The  thing  will  gradually  grow  into  a monopoly,  not  that 
they  are  seeking  a monopolj%  but  it  is  just  going  to  work  out  that  way,  that 
importing  companies  will  dominate  the  markets  of  the  world,  and  they  will  set 
our  prices  for  products.  They  don't  sell  very  much  crude  oil,  they  sell  products, 
and  that,  in  the  long  run,  is  what  the  public  is  interested  in — what  do  my  products 
cost  me?  The  public  is  not  a great  deal  interested  in  the  price  of  crude  oil,  except 

insofar  as  it  affects  his  products.  , , . . t xu  * 

That  brings  up  the  question  of  what  can  we  do  about  it,  and  I assume  that  you 
are  familiar  with  the  fact  that  Senator  Elmer  Thoinas,  in  the  last  few  days,  intro- 
duced a proposed  amendment  to  the  bill  extending  the  authority  to  enter  into 
reciprocal  trade  agreements.  The  gist  of  that  amendment,  as  I know  you  know,  is 
that  imports  be  limited  to  5 percent  of  our  domestic  dem^d.  \\e  believe  that 
quota  system  is  workable  and  that  this  amendment  would  be  practical.  , 

The  question  was  raised  this  morning  as  to  how  it  could  be  administered. 
During  the  NIRA  days,  back  in  the  code  days,  we  had  just  such  a thing  as  that, 
and  it  was  by  agreement,  but  it  was  by  agreement  between  certain  of  the  larger 
importing  units  and  the  Government.  Under  that  agreement,  they  limited  the 
import  to  percent  of  the  domestic  refinery  throughput,  and  they  were  able  to 
get  together  with  the  Government  and  with  the  Government  agencies  and  adminis- 
ter that  as  long  as  it  lasted.  There  are  a good  many  w^ays  that  those  quotas  could 
be  set.  I w'ouldn't  attempt  to  suggest  how%  but  they  could  be  based  on  refinery 
throughput  or  refinery  capacity  in  this  country,  or  they  could  be  based  Oin  reserves 
from  the  foreign  field,  or  a good  many  other  formulas  could  be  w^orked  out  that 
would  make  that  method  of  limitation  practical,  or  would  make  the  administration 

of  it  practical.  ^ 

Fred  Sehmann  of  Wichita  Falls,  Iex. 

(Excerpts  from  testimony  in  Dallas,  Tex.,  on  May  25,  1949) 

My  name  is  Fred  Sehmann.  I live  in  Wichita  Falls,  Tex.,  where  I have  been 
connected  with  the  producing  branch  of  the  petroleum  industry  32  years.  1 am 
now  president  of  the  National  Stripper  Well  Association  and  executive  vice  presi- 
dent of  the  North  Texas  Oil  and  Gas  Association.  ^ . r 

My  purpose  in  appearing  before  you  today  is  to  show  the  effect  of  excessive 
imports  of  crude  oil  on  the  stripper  w'ells  of  this  country.  A stripper  well  is 
usually  defined  as  any  well  which  is  operated  at  a cost  that  approximates  revenue 

from  the  sale  of  its  production.  „ v . 

We  now  have  in  the  United  States  305,000  stripper  wells,  which  represent  70 

percent  of  the  total  wells  in  the  Nation.  They  produce  a daily  average  of  two 
barrels  per  well — approximately  610,000  barrels  per  day,  or  12}i  percent  of  the 

Nation's  daily  production  of  4,900,000  barrels.  . , • xu  n 

It  is  estimated  that  the  recoverable  petroleum  reserves  underlying  these  small 
wells  amount  to  4,000,000,000  barrels,  or  17  percent  of  the  crude-m  reserv^ 

in  this  country.  Of  that  amount,  one-third,  «nn^nnn 

recovered  through  primary  operation  and  tw'o-thirds  or  2,666,000,000  barrels, 
if  secondary  recovery  methods  involving  the  injection  of  water,  gas  or  air  into 

depleted  pools  are  employed.  „ rwu  • i 

Every  oil  well,  regardless  of  size,  finally  becomes  a stripper  well.  Obviously, 
a w’^ell  making  one  or  two  barrels  a day,  has  a much  higher  lifting  cost  than  wells 
in  the  flush  stage.  It  is  very  difficult  to  use  the  cost  of  producing  a barrel  of 
stripper  oil  in  attempting  to  determine  a fair  market  price,  since  the  cost  of  pro- 
ducing oil  varies  wndely  from  State  to  State,  district  to  district,  lease  to  lease, 
and  even  from  well  to  well,  ranging  from  $1  to  several  dollars  per  barrel. 

In  the  last  stripper-well  survey  made  by  the  Interstate  Oil  Compact  Commi^ 
Sion,  covering  1945,  the  year  preceding  the  lifting  of  price  ceilings  on  crude  oU 
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by  the  OPA,  it  disclosed  that  the  recoverable  oil 

from  9,103  stripper  wells  prematurely  abandoned  that  year  a 

estimated  figure  of  18,606,000  barrels.  immediatelv  reflected 

It  is  historically  a fact  that  the  price  paid  for  crude  S ve^ 

in  the  number  of  stripper-well  abandonments  that  occur 
Millions  of  barrels  of  oil  have  been  lost  forever  °4euf  on  tL  p?mp  o\  to 

provided  no  incentive  for  the  producer  to  operator  mu?t  also 

SS 

restriction  is  placed  on  oil  from  other  countries.  to  mir 

Uwiew  ot  the  threat  that  foreign  importe  of  0.1 
domestic  needs,  resulting  in  a repeat  performance 

existed  a number  of  years  ago,  some  of  the  wate?  flood- 

investment  necessary  to  engage  in  secondary  recovery  operati^^^^^^^  flo 

ing  or  repressuring  with  gas,  which  entails  an  outlay  are  to  be 

but  with  definite  limitations  where  they  are  not  so  domestic  industry 

Tf  fLiQ  Ipo-islation  is  enacted,  you  can  be  assured  of  a strong  aomebtic  muusbry 

capa^L  and  Ser’a^l  emergencies  of  meeting  the  requirements  of  our 

national  economic  welfare  and  safety. 

Wallace  E.  Pratt  of  Frijole,  Tex. 

(Excerpts  from  testimony  in  Dallas,  Tex.,  on  May  26,  1949) 

Nnw  the  intense  development  of  the  petroleum  resources  of  the  United  States, 

60  aLSTthe  rest  of  the  world,  brought  “ Sen'raUon  aTO 

estimable  benefits  of  abundant  mechanical  energy— benefits  which  are  stiU  denied 
®®timaoie  oeneubs  au  convict  on  that  we  owe  this  fortunate 

absence  of  the  second  factor,  the  first  factor  could  never  have  come  into 
Outelde  a political  environment  of  freedom  and  independence  for  the  individual, 

deenlv  buried  oil  fields,  in  one  petroleum  province  after  another,  across  the  width 
nf  a cLt  S £^s  we  have  done  in  the  United  States,  can  still  only  be  accomplished 
? think  bv  the  m^tho^^^  have  employed-the  drilling  of  a great  number  of  wells 
under  the  multiple  direction  of  a host  of  diverse  independent  agencies,  each  follow- 

ing  his  own  Meaof  ^ of  other  nations  to  develop  their 

d“  polS  iSd  s^ya^SndiSS 

ipate  in  tne  expioratiu  United  States,  unless  the  myriad  enterprises  he 

“ ff  fnr  thfs  nui^se  Siov  rSy  access  to  aU  the  lands  that  merit  explora- 
th^'^'^In  nations  where  a central  government,  or  monopoly  of  any  kind,  controls 
the  mineral  resources,  or  where  these  resources  are  covered  by  large  landed  estates, 
in?rv  nnon  wSK  denied  to  the  wildcatter,  the  effective  exploration  of  the 
pSroleum  resources  of  the  nation,  as  we  have  earned  it  out  in  this  country,  is  not 

possible. 
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Now,  notwithstanding  all  our  fears  of  the  early  exhaustion  of  our  petroleum 
resources — fears  based  principally  on  our  failure  in  the  past  to  realize  the  magni- 
tude of  the  accumulations  of  petroleum  which  are  stored  in  the  earth’s  crust — 
it  is  now  apparent  that  the  world  is  again  entering  upon  a period  when  a surplus 
of  petroleum  will  be  available  to  the  consumer.  In  the  United  States,  the  develop- 
ment of  the  imposing  potentialities  of  the  Continental  Shelf  is  at  last  under  way. 
Other  new  regions  of  prolific  production  have  just  been  identified.  In  western 
Canada,  where  the  first  discovery  was  made  30  years  ago,  we  have  within  the  last 
year  made  new  discoveries  which  after  an  entire  generation  of  fruitless  search 
and  discouragement,  now  stamp  this  re^on  unmistakably  as  one  of  the  greatest 
petroleum  provinces  of  the  North  American  Continent. 

\Ve  know  that  Mexico  must  possess  similarly  large  undeveloped  resources  only 
awaiting  vigorous  development.  Venezuela,  also  with  extensive  areas  still  to  be 
developed,  is  already  able  to  produce  perhaps  twice  the  volume  of  oil  where  es- 
tablished markets  can  consume  it.  In  the  Eastern  Hemisphere,  the  proved  re- 
sources and  producing  capacity  already  in  excess  of  available  markets  are  still 
expanding.  Nevertheless,  a word  of  caution — we  should  be  careful  not  to  over- 
estimate the  volume  of  our  petroleum  resources.  We  should  not  permit  our  past 
failure  to  comprehend  the  magnitude  of  our  petroleum  resources  to  lead  us  now  to 
the  other  extreme  of  concluding  that  these  resources  are  inexhaustible.  The 
entire  period  of  mankind’s  exploitation  of  fossil  fuels  as  sources  of  energy,  which 
began  with  the  discovery  of  ‘^sea  coles”  in  the  thirteenth  century,  can  represent 
but  a moment  in  the  total  of  human  history.  In  time,  our  own  petroleum  resources 
and  those  of  the  rest  of  the  earth  will  certainly  be  depleted. 

But  we  do  seem  to  be  safe  in  the  conclusion  that  it  is  not  the  imminent  exhaus- 
tion of  itsraw  materials  which  the  American  petroleum  industry  faces  today.  The 
immediate  problem  is  world-wide  over-supply.  We  cannot  isolate  ourselves 
industriallv  from  the  rest  of  the  world  any  more  than  we  can  politically.  We 
cannot  insulate  our  own  petroleum  industry  against  the  shock  of  world  over- 
supply. Yet,  a thriving  and  a prosperous  domestic  petroleum  industry  is  this 
Nation’s  first  line  of  defense,  essential  to  its  safety  in  the  present-day  world.  A 
domestic  petroleum  industry  with  capacity  and  equipment  adequate  to  supply 
generously  all  of  our  peacetime  demands  is  our  best  assurance  of  an  adequate 
supply  of  petroleum  products  in  case  of  war.  By  strict  rationing  of  normal  peace- 
time consumption  to  essential  need  in  time  of  war,  a large  supply  of  products 
for  military  use  can  be  rapidly  accumulated,  and  plant  and  facilities  made  idle 
by  the  restriction  of  peacetime  consumption  become  immediately  available  for 
the  manufacture  of  military  supplies.  This  policy  constitutes  an  effective  and 
perhaps  the  only  practicable  method  for  so-called  stockpiling  of  significant 
volumes  of  petroleum  products  for  military  use.  At  the  same  time,  it  makes 
available  at  a moment’s  notice  the  tremendous  liquid-fuel-manufacturing  plants 
which  modern  militarv  strategy  requires  and  which  otherwise  would  have  to  be 
built  and  raaintained'in  stand-by  condition,  idle  in  peacetimes.  Our  domestic 
petroleum  industry  and  its  proved  reserves,  therefore,  is  a stockpile  not  only  of 
raw  materials  but  it  is  a stockpile  of  manufacturing  plants,  which  is  available 
for  military  use  in  times  of  war,  and  the  bigger  it  is  the  more  active  it  is,  more 
adequate  it  is,  in  time  of  war. 

Our  problem,  then,  as  I see  it,  is  not  the  imminent  exhaustion  of  our  petroleum 
resources.  Our  problem  is  to  develop  wholly  our  own  petroleum  resources  and 
to  maintain  in  a healthy  condition  our  own  petroleum  industry  in  the  midst  of  a 
world  which  faces  at  the  moment,  and  seems  likely  for  years  to  come  to  con- 
tinue to  face,  a potential  oversupply  of  oil. 

M.  G,  Cheney  of  Cole.man,  Tex. 

(Excerpts  from  testimony  in  Dallas,  Tex.,  on  May  26,  1949) 

I have  been  a resident  of  Coleman,  Tex.,  since  1925,  active  as  a petroleum 
geologist  since  1916,  except  for  2 years  spent  in  the  First  World  War.  I have  been 
president  of  the  Ancac  Oil  Corp,  for  the  past  30  years,  vice  president  of  the 
Maxwell  Drilling  Co.  for  the  past  20  years,  have  endeavored  to  keep  abreast 
of  the  science  of  petroleum  geology  and  petroleum  engineering  by  membership  in 
the  American  Institute  of  Mine  and  Metallurgical  Engineers,  the  Geological 
Society  of  America,  various  trade  organiz-ations,  and  particularly  the  American 
Association  of  Petroleum  Geologists,  of  which  I had  the  privilege  of  being  secretary- 
treasurer  in  1934,  and  president  in  1945.  It  was  during  1945,  when,  in  that 
office,  I had  the  privilege  of  appearing  before  a committee  to  discuss  the  possible 
undiscovered  petroleum  reserves  of  the  United  States. 
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It  is  a privilege  indeed  to  appear  before  your  committee.^  We^^^^ 
for  w'hich  I think  I am  an  averap  spokesina  i,  . . • have  a real  problem 

of  your  Small  Business  Committee.  Nov,  , . drawing  from  my  own 

facing  us.  I hope  I can  present  an  accurate  picture  to  you,  arawiiig  irom  jr 

current  conditions,  circui^stances,  and  activities^  pursuit  of  new  oil  fields  and 
This  small  company  of  ours  is  engaged  only  m the  purs 

endeavor  to  develop  enough  production  ^ to^he  oast  30  vears  has  been 
advance  in  price  which  apiiears  high  j costs  We  find  that  our 

a great  aid,  but  not  out  of  proportion  to  the  advanced  • g„t,  which  is 

drilUnc  now  costs  $4  or  $o  per  foot,  plus  hig  ^ nerceiit  where 

an  increase,  which  if  we  use  1926  as  ^Vr 

the  increase  price  of  oil  diSend  to  the  investors.  Our 

periods  of  high  prices  has  been  able  to  ^ companv  because  of  my 

company  is  no  doubt  typical,  and  ^ ixr  \yy  many  thousands  because 
eminent  acquaintance  with  it,  but  ple^se  ^ ^ segment  of  the  industry 

I think  it  is  reasonably  representative  trying  to  develop 

which  has  this  similar  activity  of  trying  «rtn+rihTition  as  we  "can  toward  the 

them  efficiently,  high  recoveries,  make  our  contrffiution  a^^  to 

national  welfare,  as  well  as  return  a we  here  in  Texas  have  experi- 

Now.  the  recent  reduction  m al  owables  which  we  m J the 

enced  has  been  made  very  properlj  b\  _ , products  above  ground  which 

W ihe  financial  conditiona.  and  have  greatly 

‘■0“  r 

income,  remain  as  high  as  e\  er  and,  t 'That  is  the  only  place  where 

and  create  a great  reduction  in  our  dril  mg  activitj  T haUs 

we  can  compensate  for  this  * ' third  of  which  were  exploratory  wells, 

able  to  drill  three  or  J ^^^Inrd  of  by  many 

have  ita  effect  on  the  bedding  of 

:SS"en^t  the  known  reaerve^  U Xrr.UryTrj°b”et“tS 

anywhere  adequate  for  drawn’ at  a greater  rate  than  a total  with- 

fields  that  the  reserves  should  not  be  rtravn  at  a gre 

drawal  within  20  or  30  ’ sufficient  availability  of  oil  to  meet  an  emer- 

eleventh  of  mir  reserves  and  niai.nai  .fficient  ^ J emergency 

gency,  a sufficient  "P  available 

we  can  let  our  men  and  i^h  an  emergency?  I think  it  is  highly  critical 

to  meet  the  increased  needs  « such  an  ^.hich  will  foster  active 

that  as  a naUonal  interest  4tXs  It  is  here  that  we  can  have 

d^Sd  reS^^  'nTintofigures  of  current 

Furthermore,  this  •„  continue  to  require  an  increased  amount 

demand,  but  presumably  u 25  vears  we  have  increased  this  by  four  times, 

of  petroleum.  Looking  back  on  ^ We  just 

notional  security  to  which  we  all 

must  give  most  careful  1 of  income  over  the  necessary  expenses 

As  I say,  when  our  reduced  disproportionately,  and 

shrinks  as  rapidly  as  it  has  tne  g .^j.  company,  I think  representative 

rrj^srsnTaVdX 

iL'^yery  SlfeleJe^i  in  tie  industry,  but  even  among  some  of  the  largest  of 

our  independents.  Hcvolonments  in  one  field  in  our  district,  saying 

Recently  a geologist  spoke  of  develop 

a year  ago  we  were  drilling  eonUnuo  lv^_^  t g^^^  reflected  to  those  of  us 

were  now  reducing  that  to  tnree.  w tvniral  in  the  smaller  industry, 

who  have  very  limited  c^h  independeh^is  imbued  with  the  idea  that 

1 presume  you  have  ■"  he  is  really  going 

M something  Hg  io  aU  Se  funds  that  he  can  muster  are  continuously  applied 
in  his  work  of  drilling  more  wells. 
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Now,  if  he  makes  a discovery  well,  that  just  means  he  has  got  to  drill  more 
wells  around  there.  He  must  then  go  to  the  bank  and  borrow  money,  and  ofttimes 
in  the  past  it  has  been  up  to  10  percent  interest,  and  probably  it  is  that  high  a risk, 
but  more  commonly  it  is  5 to  7 percent.  So  he  mortgages  his  production  to  drill 
more  wells,  and  his  situation  goes  up  or  down  according  to  the  result  of  those 
additional  wells.  It  is  quite  an  insecure  position,  and  when  conditions  appear, 
as  they  do  now,  that  his  income  is  going  to  be  reduced  very  rapidly,  naturally  he 
must,  as  a matter  of  prudent  operation  of  his  business,  curtail  this  exploratory 
work  very  drastically. 

I certainly  share  the  views  of  the  preceding  speaker  in  that  the  amount  of  un- 
discovered reserves  in  this  country  is  very,  very  large.  The  promising  territory 
for  oil  was  a sufficient  mantel  of  sedimentary  rocks,  where  the  structural  conditions 
are  not  too  intent,  where  the  general  set-up  is  reasonably  propitious  for  oil  fields, 
comprised  at  least  one-half  of  the  total  area  of  the  United  States;  that  is,  1,500,000 
square  miles.  It  takes  not  just  hundreds  of  thousands  but  millions  of  wells  to 
explore  such  a tremendous  area.  In  spite  of  all  that  we  can  do  in  our  applications, 
geology  and  science,  it  does  take  many,  many  wells  and  high-cost  wells  to  ever 
determine  these  potentialities  through  so  great  an  area.  The  past  discoveries  of 
more  than  50,000,000,000  barrels  have  come  from  a very  limited  area,  some 
15,000  square  miles. 

Of  course,  w^e  do  not  know  the  exact  percentage  of  total  productive  territory, 
but  certainly  the  prospective  promising  territory  is  very  large,  and  if  we  can  main- 
tain a healthy  condition,  a reasonable  supply  of  funds,  a reasonable  incentive, 
I believe  the  independents,  who  do  two-thirds  or  three-fourths  of  this  exploratory 
work,  will  continue  about  their  normal  activities  and  wUl  continue,  as  in  the  past, 
to  build  up  and  maintain  and  even  increase  our  reserves. 

It  seems  to  me  that  our  apprehension  as  to  the  present  outlook  can  be  greatly 
ameliorated  if  Congress  will  remove  the  threat  of  a larger  supply  of  oil  coming 
from  outside.  We  do  know  that  there  are  tremendous  fields  abroad.  These 
fields  must  seek  a market  and  we  know  that  the  big  and  faster  tankers  are  being 
built  in  greater  numbers,  and  it  looks  as  though  we  must  not  only  suffer  our  present 
reduction  in  income  and  allowable,  but  it  is  even  going  to  get  worse.  The  price 
will  decline.  Our  costs  are  apt  to  remain  high.  We  don^t  see  labor  coming  down 
very  much,  and  materials  are  still  high. 

I believe  if  Congress  is  interested  in,  as  I know  they  must  be,  this  matter  of  an 
adequate  reserve,  a high  available  supply,  that  they  will  take  reasonable  action; 
they  will  find  it  necessary  and  logical  to  take  reasonable  action  to  safeguard  our 
position  and  give  us  a more  cheerful,  more  confident  outlook  so  that  we  may  pro- 
ceed with  a more  normal  activity  in  this  exploratory  work.  Undoubtedly,  this 
foreign  oil  is  removing  a portion  of  our  former  ex]>ort  market,  reducing  the  present 
market  there;  not  only  that,  but,  as  you  are  well  acquainted  with,  the  recent 
figures  show  a tendency  tow'ard  higher  import  than  heretofore. 

The  question  is.  Where  is  the  limit?  We  certainly  need  an  adherence,  it  seems 
to  me,  to  that  national  policy  heretofore  outlined  by  very  competent  authorities, 
that  imports  will  be  restricted  to  that  amount  which  is  needed  to  supplement  our 
domestic  supply.  If  this  is  done,  our  domestic  industry  should  maintain  a happy 
condition.  We  shall  go  forward  building  more  reserves,  and  we  shall  maintain  a 
better  economical  condition  and  achieve  a far  better  security  position  in  respect 
to  this  very  essential  product  which  powders  the  Nation’s  economy  and  is  strictly 
critical  in  times  of  national  defense. 

George  H.  Bruce,  of  Wichita,  Kans, 

(Excerpts  from  testimony  in  Wichita,  Kans.,  on  August  17,  1949) 

To  my  mind,  however,  the  problem  of  oil  imports  is  one  w hich  is  greater  than  a 
problem  of  either  personal  interest  or  company  interest.  It  requires  looking  the 
question  full  in  the  face  as  to  what  is  for  the  best  interest  of  the  United  States  of 
America.  There  is  only  one  possible  answ^er  to  this  question  and  that  is  to  create  a 
set  of  conditions  or  a set  of  rules  w'hich  will  provide  an  atmosphere  that  is  favorable 
for  the  continuation  of  a strong,  self-sufficient,  progressive  and  expanding  domestic 
oil  industry. 

This  requires  no  Government  appropriation  as  is  so  often  accompanied  with  re- 
quests made  of  our  Congress.  It  requires  a very  simple  formula  and  that  is  to  as- 
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sure  the  American  oil  market  to  the  domestic  oil  industry.  This  is  fully  explained 
in  the  national  oil  policy  adopted  by  the  National  Petroleum  Council  m which  im- 
ports are  recommended  to  be  used  only  to  the  extent  that  they  are  necessary  to 
supplement  the  domestic  production  to  meet  the  domestic  demand. 
indeed,  be  very  much  preferable  that  this  policy  could  be  voluntarily  adheredfto 
by  the  large  importing  companies  in  the  oil  industry,  but  this  does  not  seem  to  be 

possible  and  thus  legislation  action  is  required.  * 

Without  any  desire  to  engage  in  a battle  of  statistics,  it  is  obvious  to  the  most 
casual  observer  that  the  United  States  oil-producing  industry  has  lost  a substanti^ 
portion  of  its  market  in  a year  which  is  having  the  greatest  consumptive  demand 

in  the  history  of  the  oil  industry.  , i.  . . j x- 

We  have  today  nearly  a million  barrels  a day  of  restricted  or  shut-in  production 
since  the  first  of  the  year  in  the  United  States,  principally  in  the  States  of  Texas, 
Oklahoma,  Kansas,  Mississippi,  Wyoming,  Louisiana,  and  other  oil-producing 
States.  In  this  connection  I w oiild  like  to  refer  you  to  a tabulation  of  United  States 
production  of  crude  petroleum  by  States  show^ing  reductions  resulting  from  over- 
supply  and  excessive  imports  for  the  fourth  quarter  1948  versus  week  ending 
July  30,  1949.  This  shows  the  percentage  cut-back  which  actually  is  943,000 
barrels  or  a national  percentage  of  16.6  percent.  It  lists  them  by  States. 

(The  document  referred  to  is  as  follow^s;) 


United  States  production  of  crude  petroleum  by  States  showing  reductions  resulting 
from  over  supply  and  excessive  imports,  fourth  quarter  1948  versus  week  ending 

July  SO,  1949 

^ ’ [Barrels  daily] 


• 

Production  by  State 

Fourth  quar- 
ter, 1948 

July  30,  1949 

Increase  or 
decrease 

Percent 

2,  541,800 

1,831.000 

-710,800 

-28.0 

947.000 

913,300 

-33,700 

-3.6 

512,800 

492,100 

-20,700 

-4.0 

nVlahnma  

439.  700 

386,300 

-63, 400 

-12.1 

308.800 

245, 950 

-62,850 

-20.4 

180,000 

1 181, 100 

+1,100 

+.6 

149, 500 

129,000 

-20,500 

-13.7 

135,900 

134,800 

-1,100 

-.8 

1.30,400 

94.200 

-36,200 

-27.8 

87,800 

76,400 

-11, 400 

-13.0 

47,700 

38, 100 

-9,600 

-20.1 

— 

26.200 

25,250 

-950 

-3.6 

23, 400 

23.200 

-200 

— . 9 

TnHiftna  

22,100 

24,200 

+2,100 

+9.5 

7,400 

6,650 
38, 050 

-750 

-10.1 

XTowr  V^rt-Ppirnsvlvania  ..  — 

46,200 

-8.150 

-17.6 

All  other - - - 

57.900 

82,000 

+ 24, 100 

+41.6 

Tntal  

5,664,600 

4,  721. 600 

-943,000 

-16.6 

Source*  V.  S.  Bureau  of  Mines  for  fourth  quarter  1948  American  Petroleum  Institute  for  week  ending 
July  30, 1949. 


This  is  oil  w^hich  is  not  being  produced  under  sound  conservation  measures  which 
take  into  consideration  both  physical  waste  and  economic  waste,  and  w'e  must  keep 
in  mind  that  the  oil  industry  cannot  make  money  on  oil  which  we  do  not  produce. 

Imports  of  oil  and  oil  products  have  steadily  increased  since  the  first  of  the  year 
and  are  now  in  excess  of  600,000  barrels  per  day.  Again  I w^ould  like  to  refer  you 
to  a chart  (chart  1)  which  is  hanging  here  showing  the  tremendous  increase  of 
petroleum  imports  into  the  United  States.  Now,  this  chart  isn’t  up  to  date.  It 
is  through  the  first  quarter  of  1949.  If  it  were  projected  on  it  would  be  in  excess 
of  600,000  barrels,  and,  I say,  I am  not  convinced  that  that  is  an  authentic  figure. 

I think  we  are  importing  more  than  that.  r 

An  official  of  one  of  the  companies  of  the  principal  producers  of  foreign  oil 
recently  testified  to  this  commission  that  it  was  his  opinion  that  1,000,000  barrels 
a day  to  possible  2,000,000  barrels  a day  of  oil  could  be  imported  into  this  country 
before  the  domestic  oil  industry  would  be  injured.  This  is  a most  flagrant  mis- 
representation and  either  displays  a callousness  prompted  only  by  selfishness  of 
that  company  or  a complete  lack  of  understanding  of  the  domestic  oil-producing 

industry. 
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It  is  iny  opinion  that  the  8 or  10  large  importing  companies  desire  to  bring  in 
daily  a minimum  of  1,000,000  barrels  of  oil  and  oil  products  into  the  United  States 
oil  market  and  will  do  so  regardless  of  their  statements  to  the  contrary  if  given 
this  opportunity.  Again  I would  like  to  refer  you  to  a chart  (2)  showing  the  posi- 
tion  of  10  importing  companies  in  United  States  oil  operations  and  make  the 
observation  which  this  chart  indicates  that  these  10  principal  importing  companies 
are  gradually  absorbing  the  rest  of  the  United  States  oil  industry  and  will  even- 
tually have  a monopoly  of  this  industry  in  the  United  States  unless  this  trend  is 
reversed.  This  is  a frightening  and  alarming  prospect  and  fraught  with  tremen- 
dous danger  to  our  country.  It  would  mean  the  elimination  of  tlie  independent 
crudc*-oil  producer  in  the  United  States  and  it  is  through  the  efforts  of  the  thou- 
sands of  independent  operators  that  approximately  75  percent  of  our  cnide-oil 
reserves  are  discovered.  If  the  independent  oil  producer  is  eliminated  and  a 
complete  monopoly  of  oil  and  oil  products  is  in  the  hands  of  a few  large  corpora- 
tions, it  would  jeopardize  our  peacetime  economy  and  endanger  our  survival  in 

the  event  of  war.  ^ ^ r e 

There  has  been  testimony  before  this  committee  by  a representative  ot  one  ot 

the  large  petroleum  marketing  associations  in  which  this  gentleman  presumed  to 
represent  the  oil  consumers  of  America.  It  Ls  ray  belief  that  the  independent 
producers  can  as  well  claim  to  represent  the  oil  consumers  of  our  country  as  we 
are  in  the  final  analysis  the  best  assurance  of  adequate  oil  supplies  to  meet  the 
consumer  demand  of  this  country.  We  will  have  an  adequate  reserve  of  crude 
oil  ill  the  United  States  just  so  long  as  we  have  a healthy  independent,  domestic 
oil  industry.  The  consumer  interest  can  be  best  protected  by  a strong  competi- 
tive, domestic  oil  industry  rather  than  depending  upon  a monopoly  of  some  8 or 

10  large  importing  companies.  i.  ■ tt  •<.  j a*. 

I would  like  again  to  direct  your  attention  to  a chart  (3)  shownng  United  states 

011  reserves  which  you  will  observe  are  at  a present  all-time  high  in  the  history 
of  our  country  and  in  the  last  year,  1048,  it  is  my  understanding  that  the  domestic 
oil  industrv  found  twice  as  much  oil  as  was  consumed.  To  continue  to  hnd  ade- 
quate reserves,  the  domestic  oil  industry  requires  only  the  assurance  of  prohtable 
encouragement  in  its  activities  of  exploring  for  and  developing  new  oil  reserves 
in  the  United  States.  We  cannot  permit  imports  to  reduce  our  exploration, 

development,  and  production  incentives.  

There  is  still  another  chart  (4)  which  I would  like  to  call  to  your  attention  which 
shows  the  related  trends  in  price,  pipe,  drilling,  and  new  oil  reserves,  and  this,  to 
me  a verv  significant  chart,  .shows  the  historical  relationship  of  these  four  factors. 
In  other  words,  as  long  as  the  domestic  oil  industry  is  sufficiently  encouraged  to 
drill  new  wells,  we  will  develop  adequate  new  reserves  regardless  of  any  dire 

predictions  to  the  contrary.  u 4 

I would  like  to  amplify  that  chart  just  a minute.  The  significant  part  about 

that  chart  to  me,  because  I have  reduced  it  to  my  own  business  a number  of 
times,  is  that  a barrel  of  oil  is  pretty  well  dependent  upon  the  footage  of  ho  e 
drilled.  In  an  average  you  will  get  about  25  barrels  of  oil  for  every  foot  of  hole 
that  vou  drill  in  new  wells.  Now,  that  is  an  over-all  average,  dry  holes,  produc- 
ine  wells  and  all,  and  it  is  quite  amazing  over  a period  of  years  how  that  has  held 
true.  Even  back  in  the  years  of  so-called  east  Texas  flush  production,  when  we 
thought  we  had  so  much  oil  in  this  country  that  they  didnT  know  what  to  do 
with  it,  oil  went  to  20  cents  a barrel,  10  cents— I sold  some  for  10  cents— even 
in  that  year  the  rate  of  development  of  reserves  remained  at  about  that  figure  ot 

25  barrels  of  oil  for  each  foot  of  hole  drilled.  ■ * r 

In  the  year  in  which  this  philosophy  is  being  sold  that  we  are  running  out  of 
oil  in  this  country,  it  is  almost  the  highest.  Since  1934  we  found  31  barrels  of 
oil,  the  national  average,  for  every  foot  of  well  drilled.  It  shows  to  me  the 
importance  of  keeping  the  conditions  prevalent  that  will  permit  the  independent 

operator  to  drill  wells. 


r 
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Chabt  1 

TOTAL  PETROLEUM  IMPORTS 
INTO  THE  UNITED  STATES  isae-isAs 


Souret;  Import  doto  from  US.  Burt ou  of  Mint*. 
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Chart  2 


BILLIONS  OF  BARRELS 


YEARLY  OIL  PRODUCTION  COMPARED  WITH 
NEW  OIL  BLOCKED  OUT 

Billion*  of  BorroU 

^ ® PRODUCTION 

B NEW  OIL  ADDED  B 8 ^ 


PERCENT  SHARE  IN  U.S.  OIL  PRODUCTION 

1941-1948 
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REST  OF  U.S.  OIL  INDUSTRY 
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TEN  IMPORTING  COMPANIES 


PERCENT  SHARE  IN  OTHER  U.S.  OIL  OPERATIONS 

YEAR  1948  (Approx.) 

U.S.  DRILLING  ^ 


U.S.  REFINING 
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U.S.  Oil  Industry  ^ 


Ten  Importing 
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B.  A.  Hardey,  of  Shreveport,  La. 

(Excerpts  from  testimony  on  April  25,  1950,  in  New  Orleans,  La.) 

Mv  name  is  B A.  Hardey.  lama  resident  of  Shreveport,  La.,  ^ 
indSeS  oil  and  gas  producer.  I was  conservation  commissioner  and  then 
chairman  of  the  State  Mineral  Board  of  Louisiana  for  over  8 ye^  I an  P 
president  of  the  Independent  Petroleum  Association  of  America^^^^^^^ 
member  of  the  National  Petroleum  Council  which  advises  the  Secretary  m tne 

Siterior  and  other  Government  agencies  on  matters  P 

TWs  public  service  has  acquainted  me  with  many  of  problems  of  tlm  p^^^^^^ 
leurn  Tndustry,  and  the  different  elements  and  factors  winch  affect  its  functioning 

1*  wpcar  bitoreTour  committee  today  tor  the  IH'tP^bOt  giving  you 
matfon  r”a“ve  J the  question  ot  the  importation  of  o.  produced  m forergn 

S‘e  up  o5'tl?—  oTSSmu^ S%erati„ 

Sly  SeS  pnoo  with  ‘ho  Stowing  reqniremcnte  o 

has  done  a good  job  both  in  peace  and  war,  no  one  will  di^pnte  8 , 

tinned  research  and  improved  technique,  it  has  drilled  deeper  nrict*s  in 

ear?h  tor  ™re  oil  and  U.  and  ha,  turned  out  “‘'t  P™^ 

wfth  an  increase  of  more  than  50  percent  in  the  general  price  level  of  all  cora- 

Thilveraee  oilman  is  a rugged  individualist  who  knows  that  he  engaged  in 
WaSS  bi?sini  and  takes  his  losses  along  with  his  gams.  .He  hke.s  to 
LerTlnn  S:11phere  which  guarantees  a free  play 

sLeestion  of  Government  interference  or  unnecessary  regulation  u distastetui 
to^h^^.  Only  the  threat  of  serious  consequences  could  induce  him  to  appeal  t 

that  the  increasing  flood  of  oil  from  foreign  lands  is 

SmfiiSrrciunTrTe^'^^^^^ 

It  V.-L  thought  for  a while  that  these  reserves  would  find  a market  in  other 

^ ThN  Oil  naturally  wants  to  find  a market  and  since  the  American  market 
Sdes  tl^^  Tar”it  in  the  world,  the  natural  result,  unless  regulated. 

bP  a constantly  increasing  flood  into  this  country,  of  imported  oil. 

todav  is  producing  less  oil  than  it  is  consuming— not 

hignen  . p ranable  of  producing  at  this  time  without  waste  at  least 

fi  000  Krrds  dafiv  This  figSre  is  arrived  at  in  a report  of  a special  com- 

S^b??termfn« 

le sSSy  toZee'=S"of 'SeXuSc 

mtoreig„^il» 

r -Id  nn'even  mi?f  The  Smed  services  have  told  us  that  it  is  desirable  to 
have  a^  excess  SrSducing  capacity  of  as  much  as  2,000,000  barrels  per  day  over 
dvfiian  co™  if  we  are  to  properly  protect  the  Nation’s  security  ni 

time  of  emergency. 
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While  I doubt  that  such  an  excess  capacity  is  either  necessary  or  practical,  there 
is  no  doubt  in  my  mind  that  we  must  maintain  a substantial  reserve  over  and 
above  the  large  volumes  that  would  be  available  through  civilian  rationing  in  the 
event  of  a future  war.  I am  confident  that  this  t^an  be  done  and  the  report  of  the 
National  Petroleum  Council,  to  which  I have  referred,  supports  this  conclusion. 
This  Nation  is  not  running  out  of  oil.  Here  in  Louisiana  we  have  added  to  our 
reserves  each  year  more  oil  than  we  have  produced.  At  the  beginning  of  World 
War  II  the  proved  oil  reserves  in  Louisiana  equalled  1.3  billion  barrels.  At  the 
end  of  the  war,  they  amounted  to  almost  1.6  billion  barrels.  As  one  of  the 
Nation’s  leading  oil  States,  Louisiana  has  been  able  to  supply  her  share  of  the 
war  needs  and  the  postwar  consumer  demands  and,  at  the  same  time,  increase  the 
State’s  proven  reserves  from  1.3  billion  to  over  1.9  billion  barrels. 

The  discovery  and  development  of  new  reserves  and  the  creation  of  this  reserve 
capacity  was  accomplished  under  favorable  economic  conditions.  We  now  face 
an  unfavorable  outlook  because  of  imports.  The  United  States  is  producing  only 
5,400,000  barrels  daily  when  we  are  capable  of  producing  6,450,000  barrels  daily 
and  this  productive  capacity  is  increasing  as  new  wells  are  drilled.  From  my  own 
experience,  I know  that  this  situation  cannot  continue  into  the  future.  If  pro- 
duction continues  to  be  held  down  below  consumption  because  of  excessive  ini- 
ports,  the  ultimate  results  are  inevitable.  The  income  of  the  oil  producers  in  this 
country  will  be  curtailed  to  the  point  where  there  will  be  neither  the  funds  nor  the 
incentive  to  continue  exploration  and  drilling  at  the  rate  needed  to  keep  pace  with 
oil  consumption.  New  oil  fields  are  found  with  the  money  received  from  pro- 
duction. The  experience  of  the  industry  proves  beyond  question  that  a reduction 
in  the  oil  producers’  income,  whether  from  reduced  market  outlets  or  lower  prices, 
means  less  oil  discovered  and  developed  in  the  future. 

The  present  rate  of  imports,  now  reported  at  about  800,000  barrels  per  day,  is 
already  having  a depressing  effect  on  the  domestic  effort.  Regulatory  authorities, 
in  order  to  prevent  waste,  have  curtailed  production  in  many  areas,  and  crude 
prices  have  been  cut  back,  particularly  in  low  gravity  fields.  Geophysical  explora- 
tion and  leasing — the  first  steps  made  in  the  search  for  new  oil — is  being  curtailed 
in  the  Gulf  States  and  is  particularly  noticeable  here  in  Louisiana.  Less  drilling 
of  wildcats  is  sure  to  follow  with  a resulting  decrease  of  new  discoveries. 

Drilling  activity  in  Louisiana  has  not  been  seriously  depressed  as  yet,  but  there 
is  evidence  of  what  is  coming.  There  is  an  inevitable  time  lag  in  adjusting 
exploratory  and  development  programs  to  a change  in  conditions.  Already 
exploration  activi^  has  slowed  down  as  shown  by  the  following  figures  released 
by  the  Interstate  Oil  Compact  Commission: 

Number  of  geophysical  crews  and  core  drilling  crews  active  in  Louisiana 


Average  1948 HO 

Average  1949 85 

January  1950 77 

February  1950 73 


These  records  show  that  the  number  of  crews  has  dropped  from  110  in  1948  to 
73  in  February  of  this  year,  a decline  of  more  than  a third  in  this  exploratory 
effort.  This  will  result  in  less  discoveries,  less  drilling  and  less  oil  at  some  future 
date. 

Louisiana  drills  more  deep  wells  than  any  section  of  the  United  States.  Costs 
are  high  and  the  industry  in  this  State  is  laboring  under  the  highest  tax  burden 
of  any  of  the  oil-producing  States.  When  a weak  market  develops  because  of 
the  influx  of  large  quantities  of  imported  oil,  it  will  be  one  of  the  States  to  get 
hurt  most  seriously  in  the  long  run.  Louisiana’s  school  system;  its  charitable 
institutions;  its  hospitals  and  w-elfare  programs  are  largely  financed  by  taxes  on 
the  petroleum  industry.  More  than  half  of  its  entire  tax  revenue  comes  from 
oil.  If  oil  imports  continue  to  increase,  the  amount  of  oil  sold  by  domestic 
producers  is  sure  to  decrease.  Oil  can  be  produced  in  the  Middle  East  and 
Venezuela  cheaper  than  it  is  here.  The  economic  impact  will  result  in  stagnation 
of  the  domestic  industry.  Fewer  wells  will  be  drilled.  Our  excess  producing 
capacity  W'ill  disappear.  We  will  lose  our  self-sufficiency  in  petroleum  and  the 
national  security  will  be  jeopardized.  We  cannot  afford  to  become  dependent 
on  foreign  sources  of  oil  either  in  peace  and  certainly  not  during  wartime. 

In  this  connection,  I would  like  to  point  out  to  the  committee  that  the  develop- 
ment of  the  offshore  tidelands  area  will  be  affected  by  the  outcome  of  this  import 
question.  Without  discussing  the  matter  of  State  versus  Federal  control  of 
this  area,  it  is  obvious  that  the  extremely  expensive  operations  involved  in 
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developing  the  tidelands  would  be  impossible  if  imports  iJPJJ 

and  demoralize  the  petroleum  industry  in  the  United , States  It  ^ 
much  wiser  policy  to  encourage  the  industry  by  maintaining  j _ 

climate  needed  to  develop  and  make  available  the  oil  reserves  in  ^de  a . 

The  domestic  industry  had  confidently  hoped  that  the  several 
importing  oU  would  voluntarily  limit  their  imports  so  as  not  to  injure  dom^^^^^ 
nroduction.  This  has  not  taken  place  since  the  end  of  the  last  war.  ^PP  . 
Lw  that  a race  is  on  to  see  who  will  import  more  oil  »od  gam  s°me  econo 
advantage  over  his  competitor  or  get  a quicker  return  on  his  foreign  invest 

“ It^has  been  a source  of  great  disappointment  to  me, 

the  industry  I am  sure,  that  the  importing  companies  have  ^°^uh^^anv 

follow  a sound  import  program  individually  and  voluntarily.  Along 
others.  I have  devoted  a considerable  amount  of  my  personal  tune  and  ^rgy 
to  industry  problems  both  on  a State  and  National  scale,  ^he  Petroleum  Industry 
War  Council,  of  which  I am  a member,  considered  the  import  P/oblem  careful^^^ 
and  recommended  that  imports  should  only  supplement  domestic  prod^^ 

The  Independent  Petroleum  Association  of  A.merica,  after  long  ^ and  co 
sideration,  adopted  a statement  of  policy  entitled  A N ational  Oil  and  uas 
Policy”  shortly  after  the  close  of  World  War  II.  This  statement  covered  e y 
phase  of  national  policy  and  contained  the  following  principle  on  imports. 

^ “The  Nation’s  economic  welfare  and  security  requires  a policy 

imports  which  will  not  retard  the  exploration  and  development  efforts  in  ^ 

domestic  industry,  but  which  will  assure  an  adequate  supply  to  meet  the  needs 

“If^imports  are  necessary,  it  should  be  the  national  policy  to  restrict  petroleum 
imports  to  such  amounts  only  as  are  necessary  to  si^plenient  our  domestic  pro- 
duction when  it  is  carried  on  under  conditions  consonant  with  good  conservation 

^^Late^the  National  Petroleum  Council  appointed  a Committee  on  National  Oil 
Policv.  ’ I served  as  a member  of  that  committee.  The  committee  s report 
unanimously  adopted  in  January  1949  and  again  the  policy  on  imports  ^^rly 

stated  that  imports  should  be  supplementary  and  sho^d  not  w 

industry  I am  sure  that  this  Council  statement  of  a proper  import  policy  has 

the  ^troleum  industry  has  been  in 
agreement  as  to  the  proper  policy  for  imports.  That  policy 

bv  a few.  Imports  are  not  supplementing  domestic  production.  1 hey  are 
dfsplacing  and  supplanting  United  States  production  in  the  oil  markets  in  this 
country.  ^ The  oil  producing  industry  of  the  United  States  has  b^n 
the  threat  of  further  injury  is  even  greater.  The  present  level  of  imports  cannot 
be  justified  on  any  basis  approved  by  the  majority  of  the  petroleum  industry. 
These  facts  have  convinced  me  that  voluntary  action— which  I expected  and 
hoped  would  be  taken — offers  no  solution  to  the  problem, 

I think  the  answer  now'  lies  with  the  Congress.  ^ ^ ^ ^ 

I think  it  would  be  distasteful  to  all  segments  of  the  industry  to  see  a ^®deral 
bureau  set  up  with  authority  to  set  up  quotas  for  each  importer.  That  might 

open  the  door  to  serious  inequities.  , , . ^ . j o„»i^  a nArtnin 

1 rather  favor  an  import  tax  to  be  levied  on  a graduated  scale.  A certain 

percentage  of  our  domestic  demand  would  come  m tax  free.  The  tax  could  be 
advanced  as  the  percentage  increases  until  it  could  be  a real  deterrent  ^^en 
farger  quantities  than  necessary  are  imported.  I hate 

because  I think  all  of  us  are  taxed  too  much  now,  but  m this  case  it  is  a remedy 

^*It  VoSd  once  hefore.  When  oil  imports  threatened  the  domestic  industry 
in  1932  Congress  in  its  wisdom  taxed  oil  imports  at  the  rate  of  21  cents  per  barrel 
on  crude  Si,  kerosene,  and  light  and  heavy  fuel  oils.  The  tax  on  g^olme  w^ 
cents  per  gallon  It  had  an  immediate  effect.  Imports  w’ere  drasUcaJly  cut, 
we  started  selhng  more  domestic  oil;  the  market  firmed  up;  the  sick  began 
to  heal  and  we  immediately  went  to  work  hunting  for  new  oil.  W ildcatting 
speeded  up  and  we  entered  the  era  of  building  up  excess  reserves.  This  trend 
h^  continued,  and  in  spite  of  having  to  fuel  a war  and  taking  care  of  extraordinary 
requirements  in  postwar,  we  now  have  the  largest  proved  reserves  in  our  history 

nearlv  28  000,000,000  barrels.  • t.  * 

This  industry  must  not  be  permitted  to  become  a sick  child  again.  It  must 
be  permitted  to  work  in  a proper  economic  climate,  unhampered  by  the  threat  ot 
excessive  imports  and  price  breaks  with  resulting  uncertainties.  If  such  a pohey 
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is  adopted  by  the  Congress,  I think  that  I can  safely  predict  that  this 
healthy  indukrv  will  continue  to  take  care  of  our  national  peacetime  requirements, 
and  make  its  proper  contributions  to  the  Nation’s  security  in  time  of  emergency. 

H.  B,  Fell  of  Ardmore,  Okla. 

(Excerpts  from  testimony  in  Oklahoma  City  on  April  28,  1950) 

Mv  name  is  H.  B.  Fell  and  I reside  and  maintain  my  offices  at  Ardmore,  Okla 
I received  a degree  in  civil  engineering  in  1911,  and  have  been  m natu^ 

resources  industries  during  my  entire  business  life,  except  during  the  period  in 
Si  TserS  iJ  the  armed  forces  during  the  Fimt  World  War.  ! have  been  en- 
gaged in  the  producing  branch  of  the  petroleum  industry  for  nearly  30  years  a„d 
Inf  president  of  the  Simpson-Fell  Oil  Co.  In  addition  to  being  a^twe  as  an  od 
producer,  I also  serve  as  executive  vice  president  of  the  Independent  Petroleum 

^^lTp^reciate^th5"opportunity  to  discuss  briefly  some  ph^es  of  the  domestic 
petroleum  industry  and,  particularly,  its  relation  to  our  national  security. 

The  domestic  petroleum  industry  is  highly  sensitive  to  any  restrictions  against 
its  normal  function.  A number  of  influencing  factors  should  be  studied  m con- 
nection with  the  domestic  petroleum  industry  m clarifying  our  present  national 
security  It  is  the  opinion  of  the  domestic  independent  oil  producera  that  exces- 
sive imports  of  petroleum  and  its  products  into  the  United  States  is  the  most  detri- 
mental factor  now  affecting  the  domestic  industry. 

We  are  living  in  a petroleum  age  and  our  national  economy  and  security  is  ba.,ic- 
ally  dependent  upon  an  adequate  supply  of  petroleum  products  to 
time  and  wartime  requirements.  Our  Army  Navy,  and  Air  ^ 

less  in  time  of  war  without  An  adequate,  supply  of  petroleum 

abundant  and  quickly  available  supply  in  tune  of  emergency  is  the  proved  and 
producible  petroleum  reserves  within  the  borders  of  the  United  States. 

^ International  relationships  today  cannot  be  looked  upon  as  encouraging  to 
prolonged  peace.  I do  not  mean  that  war  is  in  prospect  nor  that  it  is  inevitable, 
but  Sainlv  it  is  to  the  advantage  of  our  Nation  to  maintain  maximum  interna 
strength  as  “a  security  measure.  Two  world  wars  have  proved  that  we  cannot 
relv  on  oil  in  foreign  lands  for  the  protection  of  our  ovv-n  borders  In  case  of  war 
Middle  East  oil  would  be  unavailable  to  us  and  in  fact, 

Russia,  a potential  enemy,  so  the  deve  opment  of  oil  .'^iJmh^Amer^^ 
harmfv  1 rather  than  helpful  to  our  national  security.  Oil  in  South  America  was 

shut  off  bv  the  German  submarines  in  World  War  II 
submarine" now  in  use,  we  certainly  cannot 

for  our  national  security.  It  must  be  remembered  that  m orld  W ar  II  t he  L.i'itcd 
States  supplied  83  percent  of  all  the  oil  used  by  ourselves  and  our  allies  to  win  the 

^^A  healthy  domestic  oil  industry  is  one  which  can  meet  the  demand  in  peace  ^ 
war  without  exceeding  maximum  efficient  ratios  of  productioiii.  Ue  must  build 
up  within  the  borders  of  the  United  States  ample  excess  productive  c,apacitv  for 
war  needs.  Prior  to  World  War  II  we  enjoyed  such  a position,  as  wj  had  at  least 
1 000,000  barrels  per  day  excess  productive  capacity.  The  tremendous  demands 
of  that  war  eliminated  that  excess  productive  capa,city,  and  because  of  lack  of 
materials  and  manpower,  and  the  fixing  of  crude  oil  prices  at  subnormal  levels, 
the  normal  increase  in  the  discovery  and  development  of  proved 
impossible,  since  necessary  exploratory  and  development  wells  could  not  be  flailed. 

Budng  the  postwar  years  the  domestic  industry  has  more  than  recovered  the 
ground  lost,  and  this  in  the  face  of  progressively  increasing  demands.  Since  the 
close  of  World  War  II  we  have  not  only  met  the  demand,  but  vve  have  increased 
our  proved  reserves  approximately  7,500,000,000  barrels 

productive  capacity  within  efficient  rates  of  production  of  over  1,000,000  barrels 

^^^?a^nv  statements  have  been  made,  starting  back  a.s  early  ^s  1874  and  continu- 
ing up  to  date,  that  “We  are  running  out  of  oil  in  this  country  must  import 
our  requirements  and  lock  up  the  existing  reserves.  Every  one  of  these  state- 
ments^ogether  with  estimates  made  as  to  the  oil  remaining  to  be 
been  proved  wrong.  Our  proved  reserves  are  now  the  highest  m the  history  of 
the  Nation  In  1948  w'e  increased  our  proved  reserves  two  barrels  for  every 
barrel  that  we  produced,  and  in  1949  we  increased  our  proved  reserves  one  and 
one-half  barrels  for  every  barrel  that  we  produced.  There  is  no  justification  for 
believing  that  we  are  running  out  of  oil  so  long  as  we  are  able  to  increase  our 
proved  reserves  each  year  in  an  amount  greater  than  w^e  produce. 
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The  increase  in  reserves  is  in  proportion  to  the  amount  of  footage 
the  amount  of  footage  drilled  is  in  proportion  to  the  amount  of 
to  the  domestic  industry  for  exploratory  and  development  work.  ^ 

can  only  be  made  available  through  the  domestic  producer  being  able  to  sell  tne 
oil  that  his  wells  are  capable  of  producing  without  waste  at  a 
and  by  the  maintenance  of  the  27J4  percent  depletion  allowance.  The  deniand 
for  petroleum  products  continues  to  increase,  so  there  must  be  an 
year  in  the  proved  reserves  and  the  producibility  of  these  reserves  without 
If  we  lock  up  our  reserves  to  any  extent  arid  supply 

going  to  destroy  the  organization  of  trained  personnel  that  is  a\  affable  to  explore 
fo;.®  “develop’^  oil  resfrvos,  and  we  will  Sod  a decline  from  year  ‘0  year  in  the 
reserves  available  and  in  the  quantity  of  oil  that  can  be  Pr^doheif  [r^m  the  we 
in  the  United  States  and  will,  accordingly,  endanger  our  ^ 

must  be  remembered  that  we  cannot  wait  until 
trained  personnel  required  for  an  industry  as  technical  as  the 
industry Emergencies  come  quickly  and  when  they  come  the 
materials  are  unavailable  and,  in  addition  to  that,  oil  fields  cannot  * 

developed  quickly.  So,  oil  must  be  available  through  proved  reserves  and  pro- 
ductive capacity  that  will  only  require  the  turning  of  valves  to  accomplish  the 

"^^vCTy^barrei  of  foreign  oil  brought  into  this  country  means  one  ^ss 

that  can  be  produced  in  this  country.  This  means  a decreased  market  o 

domestic  oil  a^d  less  money  for  the  domestic  was 

develooment.  The  value  of  crude  oil  production  in  the  United  States  in  1948  a 

$5,245,000,000.  In  1949  it  was  only  $4,690,000,000  or  a decrease  of 
billion  dollars.  This  was  due  primarily  to  the  excessive  imports  of 
and  resulted  in  the  development  of  considerable  unemployment  m t^ 
producing  industry  in  the  United  States.  Senator  Andrew  F.  Schoeppel  of  Kansas 
Stated  in  a letter  under  date  of  April  4,  1950,  that  the  Bureau  of  Labor  Statistics 
shows  a decrease  of  more  than  10,000  employees  m off  8^\P/®  JP®^ 

report  of  the  Oklahoma  Employment  Security  Commission 

out  with  reference  to  current  developments  in  major  areas,  that  in  the  off  areas  ot 
the  State  the  oil-field  workers  are  among  those  representing  the  largest  unemployed 
groups.  The  report  from  Holdenville  states:  “Oil-field  work  remains  at  a virtual 
standstill  in  the  area,  with  personnel  reductions  in  this  activity  continuing  through 
tS  pSt  30  days.”  In  the  report  from  Seminole  it  states:  “No  expansion  in  off 
production  is  fanned  for  the  near  future.”  Similar  quotations  could  be  made 

^^°SoSuoVonrud^oirin*^th^^  States  in  1948 

per  day  and  in  1949  averaged  5,043,000  barrels  per  day,  or  a decrease  of  ^ 
470  000  barrels  per  day,  or  8^^  percent.  In  1948  imports  averaged  513,000  bar 
ner’dav  In  1949  they  averaged  642,000  barrels  per  day  and  for  the  first  2 months 
of  1950  they  averaged  792,000  barrels  per  day.  So,  you  will  note  that  the  trend 
Sas  been  co^ttofiafi^  upward.  In  1948  the  United  States  ®hanged  in  connection 
with  petroleum  from  a net  exporting  nation  to  a net  importing  nation.  In  1948 
i^nnrts  excSd  exports  by  144.000  barrels  daily  and  in  1949  imports  exceed 
exports  by  317,000  barrels  daily,  and  during  the  first  2 months  of  1950  imports 
IxSed  exports  by  approximately  600, pOO  barrels,  daily.  So,  it  will  be  imted 
that  while  our  imports  are  increasing  rapidly  we  are  losing  our  export  market. 

It  is  not  a question  as  to  whether  the  domestic  petroleum  industry  is  going  to 
be  injured  for  the  National  Petroleum  Council,  representative  of  the  entire  m- 
dustry  including  a representative  from  each  of  the  major 

adopted  a report  of  the  Committee  on  Petroleum  Imports  of  the  j^^^opial  Petr 
leum  Council  on  January  26,  19.50,  unanimously,  in  which  report  it  \\as  stated. 

“Much  historical  and  explanatory  data  on  the  problem  of  petroleum  imports 
has  been  assembled  and  digested.  A study  of  these  data  leads  this  committee  to 

^^®  f^Th^sSr^fnerea^  in  imports  of  crude  oil  and  its  products  coupled  with  the 
continuing  deXe  to  e^^^  of  crude  oil  and  its  products  has  hurt  the  domestic 

oil  industry.  to  increase  without  regard  to  the  principle  of  only 

suptoementing  the  domestic  production  of  crude  and  products-they  will  seriously 
Sag“  the  oil  industry  and  thus  adversely  affect  the  national  economy  and  the 

°^Thl?e  havr^be^n  several  outstanding  reports  and  statements  inade  since  the 
close  of  the  war  on  the  question  of  a proper  petroleum  imports  policy. 

Two  of  these  were  by  petroleum  industry  advi^ry  councils,  created  to  make 
studies  and  recommendations  for  the  assistance  of  Government  agencies. 
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Quotations  which  follow  are  from  four  of  the  statements  and  reports: 

1.  The  Petroleum  Industry  War  Council,  appointed  by  the  Petroleum  Ad- 
ministrator for  War,  in  its  meeting  on  October  24,  1945,  said: 

* * Now  therefore  be  it  resolved,  by  the  Petroleum  Indust^  War 

Council,  assembled  on  this  24th  day  of  October,  1945,  in  Washington,  D,  C.,  that 
it  does  declare  that  in  the  public  interest  of  maintaining  national  security  it  should 
be  the  policy  of  this  Nation  to  so  restrict  amounts  of  imported  oil  so  that  such 
quantities  will  not  disturb  or  depress  the  producing  end  of  the  domestic  petroleum 
industry,  and  only  such  amounts  of  oil  should  be  imported  into  this  country  as  is 
absolutely  necessary  to  augment  our  domestic  production  when  it  is  produced 
under  conditions  consonant  with  good  conservation  practices.” 

2.  The  National  Petroleum  Council,  created  by  the  Secretary  of  the  Interior, 
in  a statement  of  desirable  national  oil  policy,  adopted  January  13,  1949,  said: 

“The  Nation's  economic  welfare  and  security  require  a policy  on  petroleum 
imports  which  will  encourage  exploration  and  development  efforts  in  the  domestic 
industry  and  which  will  make  available  a maximum  supply  of  domestic  oil  to 

meet  the  needs  of  this  Nation.  , j j 

“The  availability  of  petroleum  from  domestic  fields  produced  under  sound 
conservation  practices,  together  with  other  pertinent  factors,  provides  the  means 
for  determining  if  imports  are  necessary  and  the  extent  to  which  imports  are 
desirable  to  supplement  our  oil  supplies  on  a basis  which  will  be  sound  in  terms  of 
the  national  economy  and  in  terms  of  conservation. 

“The  implementation  of  an  import  policy,  therefor,  should  be  flexible  so  that 
adjustments  may  readily  be  made  from  time  to  time.  j i- 

“Imports  in  excess  of  our  economic  needs,  after  taking  into  account  domestic 
production  in  conformance  with  good  conservation  practices  and  within  the 
limits  of  maximum  efficient  rates  of  production,  will  retard  domestic  exploration 
and  development  of  new  oil  fields  and  the  technological  progress  in  all  branches  of 
the  industry  which  is  essential  to  the  Nation's  economic  welfare  and  secuntv 

Both  councils  included  representatives  of  all  the  importing  companies.  Action 

on  both  declarations  w^as  unanimous.  . . , 

3.  In  the  final  report  of  the  Senate  Special  Committee  Investigating  Petroleum 
Resources,  Senator  Joseph  C.  O' Mahoney,  of  Wyoming,  chairman,  the  following 
statement  appeared  on  pages  53  and  54; 

“This  Nation  now^  faces  two  alternatives; 

“Either  ^ ^ , 

“1.  To  await  with  hope  the  discovery  of  sufficient  petroleum  within  our  bound- 
aries  that  the  military  requirements  of 'the  future  will  occasion  no  concern,  and  in 
the  meantime  to  depend  upon  foreign  oil  and  trust  that  war  will  not  cut  off  our 

imports; 

“Or 

"2.  To  take  steps  to  guarantee  a domestic  petroleum  supply  adequate  for  all 

eventualities  by  means  of  , ^ , -.u- 

“(a)  Incentives  to  promote  the  search  for  new  deposits  of  petroleum  within  the 

boundaries  of  the  United  States  and  in  the  Continental  Shelf;  and 

“(b)  The  continuation  of  the  present  program  looking  to  the  manufacture  of 
svnthetic  liquid  fuels  to  supplement  our  domestic  crude  supply. 

' “All  the  facts  before  us  impel  the  choice  of  the  second  alternative. 

4.  In  its  statement,  “A  National  Oil  and  Gas  Policy,”  the  Independent  Petro- 
leum Association  or  America  in  September,  1947,  said: 

“The  Nation’s  economic  welfare  and  security  requires  a policy  on  petroleum 
imports  which  will  not  retard  the  exploration  and  development  efforts  in  the  do- 
mestic industry,  but  which  will  assure  an  adequate  supply  to  meet  the  needs  of 

“If  imports  are  necessary,  it  should  be  the  national  policy  to  restrict  petroleum 
imports  to  such  amounts  only  as  are  necessary  to  supplenaent  our  domestic 
production  when  it  is  carried  on  under  conditions  consonant  with  good  conserva- 

^'°N^withstanding  the  unanimity  of  opinion  that  imports  should  only  supplement 
domestic  production  when  produced  in  accordance  with  sound  conservation 
practices,  we  now  find  domestic  production  shut  in  more  than  one  million  barrels 
per  day  while  imports  are  running  around  800,000  barrels  per  day.  This  clearly 
indicates  that  the  domestic  oil  industry  in  being  injured. 

This  injury  is  not  confined  to  the  domestic  oil  industry,  but  the  domestic  coal 
industrv  as  well  as  the  railroad  industry  is  also  being  hurt.  A recent  report  by 
the  National  Coal  Association  on  effects  of  oil  imports  on  the  coal  industry  had 

the  following  to  say: 
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“American  produced  coal  and  United  States  Petroleum  are 

heavy  volume.  Employment  and  traffic  are  reduce  . . 234  000  000 

S.  Oil  imports  in  1949  averaged  6\2,000  barrels  daily-^: 
barrels  for  the  year— a 70  percent  growth  since  1946  One  tm  ^ 
fuel  oil  and  nearly  all  of  the  remainder  was  crude  giving  a relati  e y g y 
of  Uidual.  This  residual-a  fuel  pushed  into  the  '^ark^t  to  di^pla^  Umtea 
States  coal  and  petroleum-is  the  main  ^erived^^^ 

“A  million  barrels  of  dumped  foreign  residual  oil  wou^^^  revenue  from 

of  coal  and  250  mine  workers.  It  would  take  $7o0,000  in 

the  railroads  alone  and  idle  250  transportation  workers.  Multiply  tms  a y 

times  and  the  extent  of  damage  is  revealed  . i =n  nnn  non  barrels  of 

“In  1949,  imports  of  foreign  oil  supplanted  about  loO.OOO, 

American  petroleum  products  and  resulted  in  sur^us  ° , 2'i  000  minors 

barrels  which  displaced  20,000,000  tons  of  coa^  h^s  ^ $125,000,000 

And  25  000  transport  workers  lost  their  jobs,  ine  coai  inuusti^ 

in  gross  income  and  the  railroads  $75,000,000  in  freight  f ^ power  and 
%he  Nation,  States  and  cities  lost  tremendous  sums  in  purcha  mg  Pp  , ^ 

1 from  this  dangerous 

unemployment  in  the  coal  and  railroad  industneb 

to  heavy  relief  burdens  of  States  and  cities.  if  i<=  annarent  that 

'""iTshoifidt^  Sred  that  unrestricted  imports  threaten  to  monopolists 

SS'm'e'Pidey'a 

imports  and  11  bills  are  now  p^  provide  for  increased  excise  taxes 

vides  that  imports  be  balanced  jp  providing  relief  from'  excessive 

T'^nTwTshouM  of  this  type 

imports,  and  we  shouia  urge  anu  le  gpcuritv  I do  not  believe  that  there  is 

agreement.  ^ Hodge  of  Jackson,  Miss. 

(Excerpts  from  testimony  in  Jackson,  Miss.,  on  April  24,  1950) 

crude.  The  oil  m tne  barrel  for  19  gravitv  with  increase  or  decrease  of 

at  the  ‘ U Is  iifh w 47uch  Is  produced  to  Heidelberg  that  has 

"brSt'?^e‘‘ffist  bVitoiSrtoStog  over  the  Vkets  for  heavy  oil. 
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During  1948  the  operators  in  the  East  and  West  Heidelberg  fields,  by  gentle- 
men's agreement,  produced  at  the  rate  of  150  barrels  per  well  per  day.  Around 
January  15,  1949,  pipeline  proration  was  put  into  effect  by  the  Esso  Standard 
Oil  Co.  and  our  daily  production  was  cut  to  50  barrels  per  well  per  day  and  this 
allowable  is  still  in  effect.  In  the  year  1948  the  152  producing  wells  in  the  East 
and  West  Heidelberg  fields  produced  5,245,000  barrels.  In  1949.  after  the  reduc- 
tion in  the  allowable,  there  were  165  producing  wells  w’hich  produced  2,738,000 
barrels.  In  April  of  1949,  the  price  of  oil  in  the  East  and  West  Heidelberg  fields 
was  cut  25  cents  per  barrel,  which  brought  about  another  reduction  in  the  pro- 
ducers' income.  This  severe  cut-back  in  production  and  decrease  in  price  has 
reduced  the  gross  income  of  producing  properties  in  these  fields  by  more  than 
half.  Inasmuch  as  most,  if  not  all,  independents  develop  their  properties  on 
borrowed  money  on  a short-term  basis,  we  have  been  confronted  with  serious 
problems  of  refinancing.  A similar  situation  has  confronted  operators  in  the 
other  heavy  oil  fields  of  Mississippi.  In  view  of  this  situation,  the  independent  is 
reluctant  to  enter  new  ventures  in  these  heavy  oil  fields.  It  just  is  not  advisable 
to  do  so  in  view  of  the  experience  we  have  had  and  the  continued  threat  of  increas- 
ing imports  of  heavy  oil  taking  over  the  markets  of  this  type  production. 

The  cut-back  in  the  Heidelberg  fields  has  also  meant  a substantial  loss  to 
royalty  owners,  merchants,  and  the  State  itself.  The  loss  in  State  revenue  from 
the  severance  tax  on  production  in  these  fields  has  been  about  $350,000.  The 
full  force  of  the  slowing  down  effect  has  not  yet  been  felt.  Less  activity  on  the 
part  of  independents  today  means  less  drilling  for  drilling  contractors,  reduced 
employment  by  them,  and  less  lease  and  bonus  money  to  land  and  royalty  owners, 
but  of  more  importance,  is  the  effects  a few  years  hence  on  oil  reserves  of  the 
State,  production  capacity  and  reduced  State  revenues.  In  other  words,  the 
adverse  effects  from  imported  oil  displacing  Mississippi  production  will  be  felt 
even  more  several  years  from  now. 

Several  months  ago  our  new  State  Oil  and  Gas  Board,  after  several  hearings,  set 
the  allowable  for  East  Heidelberg  at  100  barrels  i>er  well  per  day  and  the  allowable 
for  West  Heidelberg  field  was  set  at  75  barrels  per  well  per  day.  However,  the 
Esso  Standard  Oil  Co.  would  only  purchase  and  is  still  only  purchasing  50  barrels 
per  well  per  day.  I have  consulted  the  Esso  Standard  several  times  regarding 
this  matter,  but  they  say  that  50  barrels  is  all  that  they  can  take  as  they  have 
oil  running  out  of  their  ears.  They  also  tell  me  that,  naturally,  I am  at  liberty 
to  sell  my  oil  to  someone  else,  but  where  are  the  purchasers.  The  Interstate  Oil 
Pipe  Line,  which  gathers  the  oil  for  the  Esso  Standard,  has  the  only  pipe  line  in 
the  field  with  the  exception  of  a small  gathering  line  that  goes  to  the  Southland 
Oil  Co. 

At  first  glance  it  might  appear  that  a 50-barrel  allowable,  in  comparison  with 
allowables  in  some  other  States,  is  rather  high  and  that  the  producers  in  Mis- 
sissippi are  well  off  without  any  justification  for  complaint.  This  is  not  true, 
however,  for  several  reasons.  In  the  first  place,  in  Mississippi  well  spacing  is  on 
a 40-acre  basis,  that  is,  only  one  well  is  drilled  on  each  40-acre  tract.  In  many 
other  States  w^ell  spacing  is  much  more  dense.  In  fact  in  some  cases  such  as  the 
east  Texas  field  there  may  be  as  many  as  5 to  10  or  more  w'ells  on  a 40-acre  tract 
with  each  w'ell  being  permitted  to  produce  the  set  allowable.  Therefore,  if  the 
Mississippi  production  per  w'ell  is  allocated  on  an  acre  basis,  it  w'ould  be  even 
much  less  than  the  per  acre  allowable  in  many  other  States.  In  addition,  there 
are  other  factors  which  justify  higher  per  w'ell  allowables  in  Mississippi  than  in 
some  States.  We  have  no  so-called  shallow'  production.  With  the  exception  of 
one  field,  which  is  around  3,200  feet,  our  production  ranges  from  5,000  feet  to 
11,500  feet.  These  deeper  wells  are  more  expensive  and  of  the  10  major  fields  in 
Mississippi,  4 of  these  produce  low^-grade  heavy  oil.  Also  another  factor  is  that 
the  oil  business  in  Mississippi  is  only  years  old  and  has  not  as  yet  reached 
the  stripper-well  stage  to  any  great  extent. 

The  independent  oil  producer  is  not  in  a similar  position  wuth  the  major  com- 
panies in  being  able  to  finance  operations  by  the  issuing  of  securities  or  long-term 
financing  but  depends  entirely  upon  himself  for  his  finances.  He  spends  thou- 
sands of  dollars  trying  to  find  some  oil  property  and,  if  successful,  he  then  spends 
thousands  of  dollars  developing  and  operating  this  property.  In  order  to  do  this, 
he  must  borrow  money.  The  money  is  borrowed  on  the  property  and  is  repaid 
out  of  the  production,  which  under  the  sharply  reduced  allow'ables  requires  a 
considerably  longer  time  than  originally  plannerl.  Also  these  reserves  of  oil  must 
be  replaced  if  he  is  to  continue  in  business;  therefore,  more  money  must  be  in- 


EFFECTS  OF  OIL  IMPORTS  ON  DOMESTIC  PRODUCERS 


51 


vested  in  exploratory  work  and  if  f 

borrowed.  If  you  are  going  to  be  faced  ^ and  also  in- 

and  also  the  threat  of  a pnce  reduction,  it  practically  i p ^ threats, 

advisable  for  an  independent  to  continue  investing  mon^  m develop 

If  the  independent  is  going  to  continue  to  expl^^  something 

the  orooerties  that  he  already  owns  and  operate  trmrginai  wei  , 
must  be^  done  to  prevent  imports  from  taking  over  his  markets. 

O.  C.  Bailey  of  El  Dor.^do,  Ark. 

(Excerpts  from  testimony  in  Little  Rock,  Ark.,  on  April  27,  1950) 

With  the  ending  of  the  war  and  f 

*,f,TifeT"949  ¥hl"wr.re  tnorSng  and  found  that  the 

TateeS  pLrchair  of  oifin  Arkansas,  which  incidentally  ,1s 

was  forced  to  issue  an  emergency  order  cutting  proaucwu  i , . 

caSnrSan.“Si^/CoE»^  drilling  ol’ni;  we, Is 

‘XSteta  oCCr'Evy  oil  flelds  feit  the 

of  the  reduction  in  allowables  . oil  fields  in  which 

>n  "‘I-’ 

purchasers  on  May  11,  June  1,  an  u y . another  reduction  in 

alloS'es  w*as' IneCltaSle.  ' We  ati'ke 

the  domestic  market.  They,  j Given  a favorable  economic 

discovery  of  the  greater  nuinber  of  our  The  first  commercial 

climate  they  will  continue  to  ^ more  wells  have  been  drilled 

production  of  oil  in  Arkansas  was  m Union  County 

SsC“=«d^ 

ra"p  i^e  ?XSnTp?rri;,«^^  J ■“ 

unregulated  foreign  crude  shouW  ^^be  important  segments 

of  the  independent  Producer  nHvprseiv  affected  by  unlimited  imports  and  are 

Stlrords  ha?SVetSy  joined  and  is 

try  to  restore  at  least  a semblance  of  prosper^^^^^^  CaTwe  in  addition  to  taxing 

of  continuing  this  aid  for  ^ to  surrender' our  markets  at  home? 

ourselves  for  this  purpose,  be  expec^  ^^ilitary 

Who,  then,  sustains  our  workers  and  taxpayers:  Ana, 

aggression,  who  will  defend  us  excep  * _ nroner  regard  for  our  national 

tectitXl™  re\"C,^rwX‘ reduction  in  imports. 
A^d  it  should  be  done  now,  tomorrow  may  be  too  late. 
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Emery  Carper  of  Artesia,  N.  Mex. 

(Excerpts  from  testimony  in  Santa  Fe,  N.  Mex.,  on  May  2,  1950) 

Oil  or  gas  is  produced  in  6 of  the  31  counties  in  the  State. 

Crude  petroleum  is  the  principal  mineral  produced  in  the  State,  with  potassium 

salts  second,  and  copper  third.  ■ ■.n.n  a 

The  total  value,  at  the  wells,  of  the  crude  oil,  from  the  first  production  in  1924 
to  January  1,  1950,  was  $760,895,000.  A great  deal  of  the  oil  produced  during 
this  period,  which  included  the  depression  period  of  the  1930’s,  was  sold  for  75 
cents  or  less  per  barrel,  which  price  was  less  than  the  replacement  cost. 

The  total  value  of  the  petroleum  production  of  1949  was: 


Crude  oil  $117,430,000 

L.  P.  G.  (butane  and  propane)  — 5,  600,  000 

Total 133,  659,  000 


In  1949  the  value  of  petroleum  production  was  51.6  percent  of  the  total  value 
of  all  mineral  production  in  the  State  of  New  Mexico. 

You  will  note  from  the  above  the  great  importance  of  the  petroleum  industry 

to  the  State  of  New  Mexico.  j , no  u , rp. 

In  1924,  the  first  year  of  recorded  production,  we  produced  98,000  barrels.  1 he 
production  trend  was  then  upward  until  we  reached  a peak  production  in  1948 
of  47  969  000  barrels.  The  production  in  1949  was  slightly  less  than  in  1948,  and 
the  value  of  the  oil  sold  was  $90,000  less,  which  was  from  more  wells  than  we 

have  ever  had  before.  . , • tvt  u in..o 

The  peak  production  of  137,186  barrels  per  day  was  reached  in  November  1948, 

while  now  we  are  only  producing  about  125,000  barrels  per  day,  or  a decline  of 

nearly  10  percent.  , , i.  j • u • 

From  January  1945  to  December  1949  the  number  of  producing  wells  in  the 

State  increased  from  4,072  to  5,484,  or  an  increase  of  1,412  wells  (a  little  over 
35  percent).  The  year  1947  was  our  peak  year  for  drilling  since  the  war,  and 
since  then  there  has  been  a gradual  decline  in  drilling  in  the  State  of  New  Mexico. 
The  average  depth  of  wildcat  wells  increased  from  3,984  feet  in  1947  to  5,83b  feet 
in  1949  These  figures  indicate  very  clearly  that  a definite  downward  trend  has 
started  in  the  producing  branch  of  the  petroleum  industry  in  the  State  of  New 
Mexico  and  that  this  downward  trend  has  taken  effect  since  the  large  increase  m 
imports’  of  petroleum  and  its  products  into  this  country  started.  The  oil  producer 
in  New  Mexico  is  being  faced  with  a lower  production  per  well  with  the  higher 
costs  for  deeper  drilling  and  higher  costs  for  development  and  production  activi- 
ties so  that,  with  the  fear  of  increased  imports  taking  more  of  the  market  and 
having  a depressing  effect  on  the  price  structure,  together  with  the  doubt  as  to 
the  maintenance  of  the  27>fpercent  depletion  allowance,  naturally,  he  is  reluctant 
to  incur  any  large  borrowings  and  must,  therefore,  begin  to  restrict  his  operations 

Another  factor  which  the  statistical  information  shows  is  that  there  has  t^en 
a declining  trend  in  the  leasing  of  public  and  Indian  lands  in  the  State.  The 
greatest  increase  was  in  1948,  but  an  oversupply  developed,  operators  necessarily 
purchased  fewer  leases.  People  not  famUiar  with  the  oil  business  must  understand 
that  there  is  a direct  relationship  between  the  value  of  the  oil  sold  and  the  new 
reserves  discovered  and  developed.  In  other  words,  the  more  money  that  the 
domestic  producers  receive  for  the  oil  that  they  sell,  the  more  exploratory  wells 
they  can  drill,  and  the  more  exploratory  wells  they  drill,  the  greater  the  amount 
of  oil  discovered  and  developed  and  made  available  for  use  and  consumption  m 
time  of  peace  and  in  time  of  war. 

Testimony  of  the  Importers 

The  importing  companies  who  account  for  approximately  95  per- 
cent of  current  imports  are  as  follows; 

The  Atlantic  Refining  Co, 

Cities  Service  Co.,  Inc. 

Gulf  Oil  Corp. 
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Shell  Caribbean  Petroleum  Co.  (formerly  Asiatic  Petroleum 
Corp.). 

Shell  Oil  Co.,  Inc. 

Sinclair  Oil  Corp. 

Socony-Vacuum  Oil  Co. 

Standard  Oil  Co.  of  California. 

Standard  Oil  Co.  (Indiana). 

Standard  Oil  Co.  (New  Jersey). 

The  Texas  Co. 

All  of  these  companies  are  American  corporations;  however,  Shell 
Oil  Co.  and  the  Shell  Caribbean  Petroleiun  Co.,  are  subsidiaries  of 
the  Royal  Dutch  Shell  group.  With  the  exception  of  Shell  Caribbean, 
all  of  the  remaining  companies  are  integrated  and  are  considered  as 
being  major  oil  companies  in  the  United  States.  Most  -of  these 
companies  also  own  foreign  reserves  as  well  as  domestic  reserve. 

It  is  difficult  to  present  a lump  summary  rcflectmg  the  positions 
of  all  of  these  companies  since  the  varied  position  of  each  is  in  a 
measure  reflected  in  their  attitude  as  to  the  current  import  pioblem 
and  further  because  the  reasoning  in  some  instances  is  at  wide  variance. 
It  is  safe,  how^ever,  to  state  that  all  of  them  are  opposed  to  legislative 
restrictions  on  imports  by  quota  or  otherwise. 

As  a general  proposition  the  contentions  of  the  importers,  with 
variations  pointed  out  above,  are  briefly  the  following: 

1.  That  a portion  of  current  oil  imports  is  supplanting  domestic 
production,  but  the  extent  of  supplanting  is  not  causing  adverse 

effects  * 

2.  That  the  “supplement-supplant”  principle  should  be  viewed  on 

a long-term  and  not  a short-term  basis ; 

3.  That  in  the  winter  of  1947-48  when  the  Nation  was  facmg  an 
oil  shortage  and  every  indication  pointed  to  increased  consumer 
demands  in  this  country  these  companies  made  long-range  commR- 
merits  and  plans  wliich  would  insure  adequate  oil  supplies  from  off- 
shore  reserves  to  supplement  domestic  production; 

4.  That  these  commitments  and  under takmgs  are  still  binding,  and 
the  flow  of  oil  thus  started  cannot  be  cut  on  and  off  to  meet  fluctuations 

of  domestic  situations;  , , ^ ^ 

5.  That  there  is  a level  at  which  imports  would  adversely  affect  the 

domestic  industry,  but  that  level  has  not  been  reached ; 

6.  That  they,  too,  are  producers  in  this  countrj^,  and  it  would  be 
unreasonable  for  them  to  import  in  quantities  that  would  prejudice 
their  owm  domestic  interests; 

7.  That  they  have  heretofore  found  outlets  for  the  major  portion 
of  tiieir  foreign  production  in  foreign  markets,  but  these  markets  are 
now  being  jeopardized  by  British  monetary  and  import  regulations; 

8.  That  they  have  been  supported  in  their  development  of  foreign 
concessions  by  governmental  endorsement,  and  it  would,  theiefore, 
be  a repudiation  for  the  same  government  to  impose  on  them  legu- 

lations  revoking  that  support;  , ■ • 

9.  That  imports  will  help  to  maintain  productive  capacity  in  those 

foreign  areas  wdiich  will  be  called  upon  to  supplement  our  domestic 

supply  in  time  of  national  emergency; 

10.  That  domestic  demand  will  ultimately  reach  proportions  that 
will  require  considerable  quantities  of  imported  oil,  hence  the  somne 
must  be  kept  productive; 
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11.  That  whatever  arguments  might  exist  as  to  crude  oil  imports, 
residual  fuel  oil  imports  are  defimtely  supplementing  domestic  sup- 
phes  which  are  inadequate  for  this  product; 

12.  That  restrictions  on  imports  might  jeopardize  ownership  of 
foreign  concessions  to  the  extent  that  same  might  be  lost; 

13.  That  development  of  foreign  production  by  American  capital 
contributes  to  the  building  of  the  economy  of  foreign  countries  and 
thereby  implements  the  United  States  battle  against  the  spread  of 
commimism. 

Lest  the  subcommittee  be  charged  with  quoting  out  of  context  or 
misinterpreting  positions,  brevity  has  been  sacrificed  by  including  the 
following  excerpts  from  testimony  and  questionnaires  which  were 
propounded  to  certain  of  the  importers. 

Gulf  Oil  Cobp. 

(Excerpts  from  the  reply  to  committee  questionnaire  submitted  by  S.  A.  Swensrud 

president  of  Gulf  Oil  Corp.,  August  4,  1949) 

Question  1.  Are  you  now  engaged  in  the  production  of  oil  outside  the  United, 
States?  If  so,  where  are  your  holdings  located;  what  is  the  name  of  your  oper- 
ating subsidiary?  _ ^ /-I 

Answer.  Canada,  Canadian  Gulf  Oil  Co.;  Mexico,  Mexican  Gutf  Oil  Co., 
American  International  Fuel  & Petroleum  Co.;  Venezuela,  Mene  Grande  Oil 
Co.,  C,  A.;  Kuwait,  50  percent  interest  in  the  Kuwait  Oil  Co.,  Ltd.,  which  has 

a concession  in  Kuwait  including  the  Burgan  field. 

Question  9.  If  you  are  now.  or  have  been,  engaged  in  importing  crude  or  prod- 
ucts when  there  was  an  adequate  supply  in  this  country  from  domestic  production, 
please  state  in  detail  the  reasons  for  importation. 

Answer.  Any  determination  of  adequacy  depends  on  various  factors  and,  as 
indicated  in  our  answers  to  other  questions  herein,  we  believe  the  question  of  ade- 
quacy must  be  judged  on  a reasonably  long-term  b^is  including  times  of  national 
emergency  and  not  on  a short-term  basis  only.  We  believe  that  any  analysis  of 
past  trends  of  consumption  requirements  and  efficient  rates  of  production  in  the 
United  States  will  indicate  that  imports  have  played  a sound  and  needed  role  in 
supplementing  our  domestic  petroleum  supply  and  that  they  have  adjusted  them- 
selves to  the  needs  of  the  situation.  We  believe  that  this  will  continue  to  be  the 
tendencv* 

Question  13.  Do  you  feel  that  over-all  imports  have  effected  recent  cut-backs 
in  production  allowables  and  have  reduced  purchases  of  some  majors  in  certain 
States?  If  so,  to  what  extent;  if  not,  explain.  ^ 

Answer.  Various  factors  we  believe  have  influenced  the  recent  actions  of  the 
regulatory  bodies  that  set  production  allowables  in  various  oil-producing  States, 
including  maximum  efficient  production  rates  and  the  fact  that  domestic  produc- 
tion had  reached  such  high  levels  late  in  1948  and  early  in  1949  that,  in  view  of 
the  substantial  decline  in  demand,  it  would  have  been  impossible  to  continue  at 
the  high  levels.  Actually  total  imports  have  declined  since  the  end  of  1948  and 
we  do  not  believe  they  can  be  regarded  as  the  cause  for  the  recent  oversupply  of 
domestic  production. 

Imports  have  not  reduced  our  company's  purchases  of  domestic  crude  which 
were  greater  in  the  first  half  of  1949  than  in  the  corresponding  period  of  1948. 

Question  23.  What,  in  your  opinion,  is  necessary  to  maintain  a healthy  petro- 
leum situation  insofar  as  national  security  is  concerned?  Please  elaborate  on  the 

essentials  necessary  to  achieve  this  end.  , -x  xu 

Answer.  To  achieve  and  maintain  a healthy  situation  for  national  security,  the 

following,  we  believe,  are  essential: 

(a)  Reserve  capacity  for  sustained  produ(5tion. 

(b)  Adequate  refinding  capacity  for  military  and  civilian  requirements. 

(c)  Adequate  capacity  to  transport  oil  and  products.  . „ , 

Id)  Large  foreign  sources  with  excess  reserve  capacity  strategically  located 

and  controlled  by  Americans. 

(e)  Protection  for  sea-borne  transportation  of  oil  and  products. 

(/)  Preservation  of  our  free-enterprise  system. 
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Question  24.  Are  you  a member  of  the  National  Petroleum  Council. 

Answer.  Mr.  J.  F.  Drake,  chairman  of  the  board  of  our  company,  is  a member 

of  the  National  Petroleum  Council. 

Questwns^25^  26,^27^  2^8^  an^  the’  national  oil  policy  set  forth  in  the  report  of  the 

National  Petroleum  Council  for  1949?  . 

26.  Do  you  subscribe  to  the  policy  of  this  Council  on  the  simject  of  imports, 

as  set  forth  under  paragraph  IV,  page  19,  of  this  report?  state  con- 

cisely, but  in  detail,  what  you  believe  this  policy  means  or  should  mean. 

27.  If  you  concur  in  the  theory  that  imports  should  be  allowed  to  supple- 
ment but  not  supplant,  please  explain  what  you  interpret  this  theory  to- 

mean 

28.  If  you  believe  that  imports  should  be  allowed  to  supplement  but  not 
supplant  domestic  production  for  our  economic  needs,  by  what  means  should 
this  policy  be  implemented  to  insure  effective  operation? 

29.  If  your  recommendation  prescribes  a plan  of  mandatory  regulation  and 
leaves  fulfillment  in  the  hands  of  the  industry,  do  you  think  that  economic 
nressures  would  preclude  effective  adherence  to  the  policy? 

Answer.  We  subscribe  to  the  basic  principles  of  the  national  oil  policy  as  set 
forth  in  the  report  referred  to,  but  we  believe  that*  the  concept  of  foreign  oil 
supplementing  our  domestic  production  must  be  a fundamental,  long-term  one 
and  not  a superficial,  rapidly  changing  one  based  upon  short-term  developments. 

We  think  it  is  in  the  interest  of  our  country  for  American  oil  companies  to  have 
an  important  stake  in  foreign  oil  resources.  Our  country  accounts  for  about 
two-thirds  of  the  world’s  consumption  of  oil,  but  it  has  only  about  one-third  of 
the  world’s  presently  proven  crude  oil  resources.  We  are,  therefore,  using  up 
our  reserves  more  rapidlv  than  is  the  rest  of  the  world;  and  sooner  or  later  we 
mu.st  expect  the  day  to  come  when  we  will  be  more  dependent  on  imported  crude 
oil  than  we  are  now  for  the  continued  availability  of  large  quantities  of  petroleum 
products  at  reasonable  prices  to  meet  the  country’s  needs. 

To  acquire  and  maintain  oil  interests  abroad,  huge  investments  are  required 
for  exploration  and  drilling,  for  the  extensive  equipment  and  facilities  needed  to 
operate  abroad,  for  the  pipelines,  ships,  and  other  facilities  to  transport  oil  to  our 
shores.  It  is  unrealistic  to  suppose  that  all  of  these  investments  could  be  main- 
tained, or  that  foreign  governments  would  be  satisfied  to  continue  concessions  in 
force  if  ours  were  a policy  of  turning  oil  imports  on  and  off  like  a faucet,  measur- 
ing tiie  need  of  imports  solely  on  the  basis  of  whether  in  any  short-term  period 
it  was  physically  possible  temporarily  to  extract  from  domestic  wells  enough 
oil  to  meet  current  needs.  Such  a policy  would  tend  to  keep  production  from 
United  States  wells  at  their  absolute  maximum  capacity  and  leave  little  cushion 
for  emergency  or  other  high-consumption  periods. 

Almost  everyone  who  has  carefully  studied  our  country  s future  requirements 
of  petroleum  products  is  convinced  that  our  ordinary  peacetirne  needs  will  con- 
tinue to  develop  to  much  higher  figures  than  today,  and  our  military  authorities 
indicate  that  the  oil  requirements  of  another  war  would  amount  to  a staggering 

^°As  we  see  it,  therefore,  the  policy  set  forth  by  the  National  Petroleum  Council 
must  be  interpreted  in  a broad,  statesmanlike  manner  which  looks  to  the  long-run 
interest  of  the  Nation,  not  merely  at  the  short-run  producing  capacity  of  our 

domestic  oil  wells  relative  to  current  consumption  levels. 

We  do  not  wish  to  be  misunderstood  as  advocating  any  level  of  imports  which 
might  damage  our  domestic  economy.  Our  own  company  could  have  no  interest 
in  such  a program.  It  has  several  times  as  great  an  investment  in  domestic  as 
in  foreign  production  operations  and  derives  by  far  a greater  part  of  its  revenue 
from  United  States  operations.  We  have  no  plans  for  foreign  crude  imports  which 
will  reduce  our  estimated  requirements  of  United  States  crude;  on  the  contrary, 
all  our  plans  call  for  increased  quantities  of  domestic  crude.  In  Venezuela  we  are 
building  a new  refinery  which  will  require  the  use  of  substantial  production  which 
we  have  been  bringing  to  this  country,  and  our  imports  of  Kuwait  crude  will 
therefore  be  largely  to  replace  this  crude.  By  far  the  greatest  part  of  our  Kuwait 
crude  production  is  for  delivery  under  long-term  contracts  for  use  in  the  Eastern 

^ U^ortu^nately,  oil  imports  are  being  blamed  today  in  some  quarters  for  certain 
reductions  in  domestic  production  allowables  which  are  attributable,  we  believe, 
to  other  factors.  The  industry  experienced  a severe  shortage  problem  in  the 
winter  of  1947  and  earlv  1948.  The  eagerness  to  avoid  any  repetition  of  this 
shortage  problem,  together  with  the  price  increase  which  occurred  early  in  1948, 
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stimulated  greatly  increased  production  rates  in  1948  which  continued  into  the 
early  months  of  1949  long  after  total  demand  for  petroleum  products  had  fallen 
off  due  to  the  mild  winter  and  the  recession  in  business.  Domestic  crude-oil 
production  in  1948  averaged  5,509,000  barrels  per  day,  which  was  more  than 
421  000  barrels  per  day  above  1947.  Crude-oil  imports  during  the  same  penod, 
however,  increased  by  only  86,000  barrels  daily.  Even  if  there  had  b^n  no  in- 
crease in  imports,  it  would  not  have  been  possible,  in  view  of  the  reduction  in 
demand,  to  have  continued  the  high  levels  of  domestic  production  for  physical 
storage  reasons  if  for  no  other.  Substantial  downward  adjustments  in  production 
allowables,  therefore,  had  to  be  made  and  were  made  in  the  spring  of  this  year. 
At  the  present  time,  even  though  refinery  runs  are  at  what  appears  to  be  season- 
allv  low  levels,  domestic  crude-oil  production  is  less  than  current  refinery  require- 
ments; hence,  crude  stocks  are  being  reduced;  and  the  indications  are  that  the 
necessary  readjustment  of  previous  overproduction  levels  is  well  under  way. 

So  far  as  the  level  of  crude-oil  imports  is  concerned  it  is  of  interest  to  note  the 
historical  position  which  such  imports  have  had  in  the  United  States  petroleum 
picture.  This  may  be  seen  graphically  in  the  accompanying  chart,  from  which 
it  is  apparent  that  the  percentage  ratio  of  crude-oil  imports  to  domestic  produc- 
tion although  higher  than  during  the  recent  prewar  years  (or  during  the  war 
period  when  imports  were  l^gely  cut  off),  is  low  in  relation  to  the  longer  run  pcriom 
For  example,  crude-oil  imports  during  the  period  from  1920  to  19S0  averaged 
approximately  13  percent,  whereas  for  1948  such  imports  were  less  than  7 percent 
of  domestic  production. 

(Note. — Chart  referred  to  omitted.)  , ... 

Question  30.  Hearings  to  date  by  this  committee  reflect  wide  variances  in  inter- 
pretation of  the  council's  policy  on  imports.  Do  you  not  feel  that  the  council 
should  again  be  called  upon  to  clarify  and  to  make  more  specific  the  meaning  of  its 
policy,  as  well  as  suggest  a specific  and  concrete  method  of  implementation. 
Answer  We  believe  the  council  has  been  asked  to  study  the  matter  further. 
Question  31.  Do  you  or  do  you  not  believe  that,  currently,  imports  are  sup- 
olantinx  and  are  not  limited  to  supplementing,  domestic  production? 

Answer.  As  indicated  previously,  we  do  not  believe  that  imports  can  be  said 
to  be  supplanting  domestic  production  when  viewed  over  a reasonable  period. 

Question  32.  State  whether  or  not  imports  in  excess  of  those  currently  being 
made  would  of  possibility  affect  the  domestic  petroleum  economy  or  have  any 

effect  on  the  national  security.  Please  elaborate.  , xv. 

Answer.  We  believe  our  views  on  this  have  been  set  forth  in  answers  to  other 
questions.  Please  see  answers  to  questions  25  to  29,  inclusive. 

The  Atlantic  Refining  Co. 

(Excerpts  from  the  reply  to  subcommittee  questionnaire  and  covering  letter 
submitted  by  Robert  H.  Colley,  president  of  the  Atlantic  Refining  Co.,  July  12, 

1949) 

The  Atlantic  Refining  Co., 
Philadelphia,  Pa.,  July  12,  1949. 

Hon.  Wright  Patman,  „ „ rx  • t 

Chairman,  Select  Comvnitee  on  Small  Business  of  the, 

Hov.SC  of  RcprcscHtolivcs  of  the  Livitcd  Stoics f WoshiugtoTij  L)»  C. 

Dear  Sir;  We  received  vour  letter  of  June  23,  embodying  some  36  questions, 
on  the  subject  of  the  effect  of  foreign  oil  imports  on  independent  domestic  pro- 
ducers. We  shall  attempt  to  give  you  our  unbiased  thought  on  the  subject. 
While  we  shall  try  to  answer  the  questions,  so  many  of  them  a^  if  questions, 
and  manv  of  them  “turn”  on  the  same  point,  that  we  believe  it  difficult  to  transmit 
an  ordered  viewpoint  bv  the  exclusive  use  of  the  que.stion-and-answer  method. 
We  are  therefore,  first  setting  forth  a brief  statement  on  the  subject  as  a whole 
and  our  particular  experience  and  problems  in  connection  therewith. 

During  the  M’ar  the  oil  companies  were  unable  to  obtain  all  the  material  and 
labor  necessary  to  maintain  their  plants  and  equipment  to  provide  for  civilian 
demand  that  clamored  to  be  taken  care  of  at  the  close  of  the  w ar,  and  it  is  taking 
vears  to  catch  up.  The  secular  trend  of  demand  for  petroleum  apparently  con- 
tinued upward  on  the  same  curve  as  \vas  anticipated  before  and  without  considera- 
tion for  the  Second  World  War.  Such  things  as  tanks,  transportation  facilities, 
etc.,  were  consequentlv  inadequate  when  tin;  war  ended. 

The  1947-48  heating  sea.son,  with  its  colder-than-normal  weather  dramatized 
the  above  situation  to  the  people  of  the  eastern  half  of  the  Lnited  (states.  Ine 
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great  number  of  separate  units  of  the  oil  industry, 
many  ideas  and  their  ingenuity,  rapidly  overcame 
consumer  level.  Efforts  such  as  the  industry  made  gathered 

Sm,  so  that  when  the  weather  of  1948-49  reversed  its  action  the  Previous  year, 

the  industry  faced  the  necessity  of  a fine  balancing  / 

This  experience  seems  to  have  caused  wh^  we  t>eheve  to  be  unca 
hvsteria  in  certain  quarters.  The  first  frantic  effort  was  to  stop  imports.  1 o our 
^^4yTthinS  there  are  several  other  causes  for  the  present  ^^ituation  of  far 
greater  importance  than  what  has  taken  place  in  the^petroleum  import  field. 

^ ThfsaZ  energetic  drive  by  the  oil  industry,  as  above-mentioned  carried  in^^ 

the  producing  field,  pushing  the  domestic  production  of  “P 

barrels  a day  in  Jaliuarv  1947  to  5,389,420  barrels  a day  in  January  1949.  ihis 

figure  of  5,389.420  barrels  a day  of  domestic  P^'oduction  seems  f f 

much  greater  influence  on  markets  than  an  increase  of  175  000  barrej^  a 

crude  oil  imports  for  January  1949  over  January  1948  could  P^\> 

especiallv  when  we  carefully  consider  the  type  of  crude  and  the 

wts  put  for  a large  part  of  this  import.  Furthermore  by  April  of  this  year,  the 

increase  over  the  same  month  in  1948  was  but  73,000  barrels. 

Then  we  should  consider  the  present  international  policy.  e do  not  for  one 

miiSte  intend  to  express  any  opinion  as  to  the 

policy.  If  it  is  necessary  to  resuscitate  nations  of  the  Old  4)  f°r  t lie  g^^^ 
the  people  of  this  country— and,  again,  we  are  not  criticizing  the 
certain  sesments  of  our  domestic  economy  are  bound  to  be  unfavorabl.v  affected 
If  foreign  ^nations  are  destitute,  we  cannot  expect  to  sell  ^ 

oil-  they  must  turn  to  sources  where  their  production  can  be  exchanged  o 
mutually  satisfactory  basis.  We  should  not,  however  blame  the  resulting  effect 
on  our  industry  to  something  that  has  only  a negligible  effect.  in 

• Then  we  have  the  clamor  for  the  building  up  of 

this  country.  Again,  we  do  not  criticize,  for  we  do  not  feel  qualified  to  pass 

nnon  a Doliev  of  military  security  for  the  Nation.  We  do,  however,  hold  the 

opinion  that  potential  crude-oil  producing  ca^city,  held  back  by 

regulation  over  and  above  the  maximum  efficient  rate  of  production,  casts  its 

shadow  over  the  market  for  crude  and  finished  petroleum  products, 

the  normal  rise  to  a level  reflecting  the  requirements  for  satisfactory  replacem^^^ 

S reseriS  and  a reasonable  return  on  the  investments  required  by  the  mdus  y y^ 
At  this  point  let  us  consider  another  effect:  Under  proration,  a 
it  difficult  to  offset  the  normal  decline  in  its  production  and  also  mcrea^  its  pro- 
duction to  supply  growing  refining  capacity  made  necessary  by  the  ever-increasi  g 
Sind  Tff  company  may  find  it  easier  to  build  up  its  production  m a forei^ 
fiS  In  other  words,  all  regulation,  no  matter  how  desirable,  creates  effects  not 

“ WeTo  b“eltoe  JiTumporrSYtecome  . menace  to  domestic  operations  in 

on  the  subject— is  not  as  cheap  as  most  people  believe,  if  all  the  factors  that  should 
hp  included  are  taken  into  consideration.  In  many  of  the  foreign  countries  the 
natural  rSoSJLs  ari  and  the  officials  have  not  been  slow 

to  learn  of  the  methods  by  which  high  royalties  and  heavy  taxes,  plus  severe  labor 
ind  Ksing  reS  can  absorb^  large  part  of  the  proceeds  frorn  oil  produc- 
tion already  penalized  by  greater  natural  barriers  to  operations  than  m this 

®°ThSompanv’s  experience  reveals  a few  of  the  problems  that  the  industry  faces 
This  companv  ran  145,000  barrels  of  crude  oil  a day  m its  refineries  \948  It 
u nari  7<^  000  ViftTrpls  of  crude  oil  a dav.  It  w'as  obliged  to  purchase  the  differ- 
Tce  o suppK  'Inhere  have  been  periods  of  time  in  recent 

whPn^i^  has  been  impossible  to  buy  the  desired  amount  of  crude  in  the 
domesSJmarket  A Sm^Tv  of  its  size  must  plan  ahead.  It  found  it  necessary 
to  m£  Sintracts  for  foreign  crude.  Some  of  this  crude  w^as  needed  make 

snecial  products  and  could  not  be  obtained  in  this  country.  During 

r.  iinnn  month  it  resorted  to  expensive  tank-car  transportation  of 

crud^e  that  could^not  be  justified  on  a commercial  basis  but  was  done  to 
Suets  to  ?ts  customers.  These  kinds  of  contracts  and  arrangements  cannot 
ofwovs  hp  tprminated  as  quicklv  as  the  domestic  oil  situation  changes.  Nor  can 
;S%me“  o^theSallon  will  awing  the  other  way  and  thia  company  be 
once  again  faced  with  the  imposaibility  of  obtaining  its  crude  supply. 

Very  truly  yours. 


Robert  H,  Collet, 
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1,  Question.  Are  you  now  engaged  in  the  production  of  oil  outside  the  United  - 
Statesf  If  so,  where  are  your  holdings  located;  what  is  the  name  of  your  oper- 
ating subsidiary? 

Answer.  Yes.  Eastern  Venezuela.  Venezuelan  Atlantic  Refining  Co.  (a 
Delaware  corporation). 

9.  Question.  If  you  are  now,  or  have  been,  engaged  in  importing  crude  or 
products  when  there  was  an  adequate  supply  in  this  country  from  domestic  pro- 
duction, please  state  in  detail  the  reasons  for  importation. 

Answer.  Prior  to  about  1946  our  principal  imports  of  foreign  crude  were  for 
the  manufacture  of  asphalts  and  high-melting-point  waxes,  such  qualities  of  crude 
not  being  economically  available  to  us  domestically.  In  May  of  1946,  when 
domestic  crude  oils  were  in  relatively  short  supply  and  when  the  forecasts  were 
for  long-time  continued  shortage,  we  contracted  to  buy  a substantial  quantity  of 
Venezuelan  crude  oil  of  a quality  approximately  comparable  to  west  Texas  sour 
crude  for  delivery  over  a ^year  period  commencing  January  1,  1947.  We,  of 
course,  are  still  performing  under  this  contract. 

13.  Question.  Do  you  feel  that  over-all  imports  have  effected  recent  cut-backs 
in  production  allowables  and  have  reduced  purchases  of  some  majors  in  certain 
States?  If  so,  to  what  extent;  if  not,  explain. 

Answer.  I believe  that  the  increased  production  in  the  United  States  has  had 
much  more  effect  on  production  allowables  than  the  increase  in  imports.  (See 
statement  presented  with  these  answers.) 

23.  Question.  What,  in  your  opinion,  is  necessary  to  maintain  a healthy 
petroleum  situation  insofar  as  national  security  is  concerned?  Please  elaborate 
on  the  essentials  necessary  to  achieve  this  end. 

Answer.  National  security,  in  my  opinion,  requires  the  maintenance  of  a 
healthy  petroleum  situation,  w'hich,  in  turn,  can  be  created  by:  First,  providing 
conditions  for  an  economically  sound  domestic  petroleum  industry,  that  is,  a" 
price  for  crude  oil  which  on  the  one  hand  will  stimulate  consumption  of  petroleum 
products  (and  thus  call  for  greater  consumption  of  crude  oil),  and  on  the  other 
hand  will  enable  the  crude-oil  producer  to  further  increase  underground  reserves. 
History  has  demonstrated  that  the  two  objectives  are  quite  compatible.  Second, 
by  providing  conditions  which  encourage  our  nationals  to  explore,  develop,  pro- 
duce, and  control  petroleum  crude  in  those  parts  of  the  world  where  great  deposits 
have  been,  and  will  be  found.  It  is  then  up  to  our  military  to  insure  the  availa- 
bility of  these  supplies  in  the  control  of  our  nationals  w'herever  they  may  be,  at 
home  or  abroad. 

24.  Question.  Are  you  a member  of  the  National  Petroleum  Council? 

Answer.  No. 

25.  Question.  Do  you  subscribe  to  the  national  oil  policy,  set  forth  in  the 
report  of  the  National  Petroleum  Council  for  1949? 

Answer.  Yes;  in  a general  way,  with  some  important  reservations  having  to 
do  with  practical  matters  of  performance  and  contradictions  of  provisions.  A 
case  of  the  latter  type  of  reservation  is  illustrated  in  the  answer  to  the  next  ques- 
tion. 

26.  Question.  Do  you  subscribe  to  the  policy  of  this  Council  on  the  subject 
of  imports,  as  set  forth  under  paragraph  IV,  page  19,  of  this  report?  Please 
state  concisely,  but  in  detail,  w^hat  you  believe  this  policy  means  or  should  mean. 

Answer.  This  portion  of  the  report  provides  a clear  illustration  of  my  reason 
for  reservations  mentioned  in  the  answer  to  No.  25.  For  example,  the  section 
that  * * imports  are  desirable  to  supplement  our  oil  supplies  * ♦ 

Now  note  the  difficulty.  If  imports  are  to  supplement  domestic  oil  supplies, 
they,  the  imports,  must  be  provided  by  equipment  entailing  great  capital  expendi- 
ture abroad.  If,  as  a result  of  excessive  capital  expenditures  domestically,  the 
domestic  industry  creates  excessive  capacity,  is  the  overseas  capital  investment 
to  be  made  idle  by  cutting  back  the  supplies  w'hich  it  had  been  providing  just  to 
supplement  the  domestic  industry?  No  doubt  it  was  because  of  the  clear  likeli- 
hood of  such  a conflict  of  interest  that  the  drafters  of  the  policy  went  on  to  say, 
“The  implementation  of  an  import  policy,  therefore,  should  be  flexible  so  that 
adjustments  may  readily  be  made  from  time  to  time.”  It  is  not  clear  to  me  just 
how  these  adjustments  should  be  made  in  order  that  importations  could  be  held 
just  to  the  “supplemental  level”  without  harm  to  overseas  investments  and  indeed 
to  the  discouragement  of  investors  in  them  as  a source  of  supplemental  oil.  In  our 
opinion,  what  this  policy  should  mean  is,  briefly,  the  establishment  of  conditions 
by  which  the  American  people  would  obtain  petroleum  products  at  the  lowest 
total  real  cost  to  them.  Naturally  this  involves  the  element  of  continuous  com- 
petition within  the  domestic  industry  and  between  it  and  the  industry  overseas. 
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Any  other  basis  is  arbitrary  and  destined  to  increase  the  total  cost  of  oil  to  the 

27.  Question.  If  you  concur  in  the  theory  that  “imports  should  be  allowed  to 
supplement  but  not  supplant,”  please  explain  what  you  interpret  this  theory  to 

mean 

Answer.  As  discussed  in  answer  to  No.  26  above. 

28.  Question.  If  you  believe  that  imports  should  be  allowed  . 

not  supplant  domestic  production  for  “our  economic  needs,  by  what  means  should 
this  policy  be  implemented  to  insure  effective  operation? 

Answer.  As  discussed  in  answer  to  No.  26  above. 

29.  Question.  If  your  recommendation  prescribes  a plan  short  of  ^ 

regulation  and  leaves  fulfillment  in  the  hands  of  the  industry,  do  you  not  th 
that  economic  pressures  would  preclude  effective  adherence  to  the  policy  r 

Answer.  Economic  pressures  make  the  soundest  policy.  • 

30.  Question.  Hearings,  to  date,  by  this  committee 
interpretation  of  the  Council’s  policy  on  imports.  Do  you  not 
cil  should  again  be  called  upon  to  clarify  and  to  make 

of  its  policy,  as  well  as  suggest  a specific  and  concrete  method  of 

Answer.  Not  being  a member  of  the  Council,  we  have  no  opinion  t 

desirability  of  again  calling  upon  it  to  clarify  or  make  more  specific  the  meaning 

^Question.  Do  you  or  do  you  not  believe  that,  currently,  imports  are  sup- 
planting, and  are  not  limited  to  supplementing,  domestic  pro^ction 

Answer.  To  give  a categorical  answer  to  this  question  it  would  be  necessary 
to  have  very  specific  definitions  of  the  key  words  “supplant  and 
When  for  Lample,  does  foreign  oil  “supplement”  and  when  does  fore  gn  oil 
“supplant”  domestic  oil?  However,  even  in  the  absence  of  ®POOifio  de^oifions  of 
the  terms  we  can  say  this  much:  Between  December  1948  and 
or  latest  available  data)  the  net  import  balance  declined  380 

dav  or  somewhat  more  than  30  percent  from  the  December  1948  level  of  298,380 
barrels  per  day,  which  is  a much  bigger  percentage  decline  than  that  experienced 

*^^32°"Q^uestion°^Ste^  whether  or  not  imports  in  excess  of  those  currently 
made  would  of  possibility  affect  the  domestic  petroleum  economy  or  have  any 
rm  the  national  security.  Please  elaborate.  rr  * • 

\nswer.  It  is  our  understanding  that  imports  of  any  \tedo^Sd^ 

one  way  or  another  a domestic  industry  producing  similar  products  Sat  SSt  a 
the  petroleum  industry  is  no  exception  to  the  general  rule.  Just  what  eOect  a 
lare^-than-current  volume  of  imports  of  petroleum  would  have  on  our  national 
security  is  not  clear.  One  view  is  that  the  more  foreign  oU  we  consume  the  more 
domesHc  oil  we  will  have  avaUable  for  an  emergency,  as,  if,  and  when  it  occurs. 

Cities  Service  Co. 

(Excerpts  from  reply  to  the  subcommittee  questionnai^^^^^  by  B.  S. 

Watson,  vice  president  of  Cities  Service  Co.,  July  11,  1949) 

1 Question.  Are  you  now  engaged  in  the  production  of  oil  outside  the  United 
States?  If  so,  where  are  your  holdings  located;  what  is  the  name  of  your  operating 

Answe?  At  the  present  time  we  have  no  oil  production  outside  the  United 
States.  However,  2 years  ago  we  entered  into  a contract  with  Penaex,  the  Mexi- 
can Government  corporation  which  controls  oil  production  in  Mexico,  under  th^e 
terms  of  which  we  finance  certain  exploratory  activities  by  Pemex  in  northern 
Mexico  These  activities  are  being  carried  out  on  lands  formerly  leased  to  our 
company.  If  oil  is  discovered  by  Pemex,  we  have  the  right  to  buy  up  to  50  percent 

nf  the  nroduction.  To  date,  no  discoveries  have  been  made.  . „ ^ 

4 Question  If  you  listed  imports  in  your  answer  to  question  2 above,  state 
whetSr  or  not,  at  the  time  of  import,  there  was  physically  available  from  domestic 
nroduction  either  crude  or  product  of  a comparable  type  and  quality. 

^ Answer.  Crude  oils  specially  suitable  for  the  production  of  asphalt  are  not 
available  from  domestic  sources  to  our  plants  operating  m the  eastern  section  of 
thp  TTnifpd  States  on  an  economic  basis.  For  this  reason,  we  ha>^  found  it 
necessary  to  import  heavy  Mexican  and  Venezuelan  crude  oUs  in  sufficient  vol- 
5mS  to  permi^Srto  meet  our  asphalt  sales  requirements.  With  the  exception  o 
1948  wlmn  we  increased  crude-oil  imports  in  order  to  help  alleviate  the  1 

“shortage,”  our  imports  of  heavy  Mexican  and  Venezuelan  crudes  have  been 
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routine  procedure  for  more  than  three  decades.  During  1948  we  also  imported 
one  cargo  of  Middle  East  crude  for  experimental  refining  purpose.  However, 
our  total  crude  oil  imports  during  that  year  constituted  less  than  11  percent  of 
crude  runs  to  our  stills  for  our  account. 

9.  Question.  If  you  are  now,  or  have,  been,  engaged  in  importing  crude  or 
products  when  there  Avas  an  adequate  supply  in  this  country  from  domestic  pro- 
duction, please  state  in  detail  the  reasons  for  importation. 

Answer.  See  answer  to  question  4. 

13.  Question.  Do  you  feel  that  over-all  imports  have  effected  recent  cut- 
backs in  production  allowables  and  have  reduced  purchases  of  some  majors  in 
certain  States? 

Answer.  Over-all  imports  is  one  of  the  factors  affecting  the  required  rate  of 
domestic  production. 

23.  Question.  What,  in  your  opinion,  is  necessary  to  maintain  a healthy  pe- 
troleum situation  insofar  as  national  security  is  concerned?  Please  elaborate  on 
the  essentials  necessary  to  achieve  this  end. 

Answer.  While  American  nationals  should  be  encouraged  in  every  way  to 
develop  crude-oil  reserves  abroad  and  to  this  end  governmental  pressures  should 
be  brought  wherever  necessary  to  assure  such  nationals  having  an  equal  oppor- 
tunity to  compete  in  the  foreign  fields,  the  real  crux  of  national  security  as  to  oil 
is  the  maintenance  through  any  means  that  may  be  required  of  a strong,  healthy, 
and  vigorous  domestic  industry.  In  any  conflict  we  cannot  count  on  the  avail- 
ability of  foreign  oil.  Therefore,  it  is  essential  to  develop  the  greatest  oil  potential 
first  within  our  own  boundaries  and,  second,  within  the  Western  Hemisphere. 

Such  an  objective  can  be  accomplished  only  through  (1)  maintaining  a price 
structure  under  which  a reasonable  profit  can  be  realized,  (2)  preventing  a flow 
of  cheap  foreign  oil  from  undermining  the  domestic  oil  economy,  (3)  continued 
free  play  of  competitive  forces  within  the  domestic  economy. 

24.  Question.  Are  you  a member  of  the  National  Petroleum  Council? 

^^nsAver  ^^es 

Questions  25,  26,  27,  28,  29,  and  30: 

25.  Do  you  subscribe  to  the  national  oil  policy  set  forth  in  the  report  of 
the  National  Petroleum  Council  for  1949? 

26.  Do  you  subscribe  to  the  policy  of  this  council  on  the  subject  of  imports, 
as  set  forth  under  paragraph  IV,  page  19,  of  this  report?  Please  state  con- 
cisely, but  in  detail,  what  you  believe  this  policy  means  or  should  mean. 

27.  If  you  concur  in  the  theory  that  “imports  should  be  allowed  to  supple- 
ment but  not  supplant,”  please  explain  what  you  interpret  this  theory  to  mean. 

28.  If  you  believe  that  imports  should  be  allowed  to  supplement  but  not 
supplant  domestic  production  for  “our  economic  needs,”  by  what  means 
should  this  policy  be  implemented  to  insure  effective  operation? 

29.  If  your  recommendation  prescribes  a plan  short  of  mandatory  regula- 
tion and  leaves  fulfillment  in  the  hands  of  the  industry,  do  you  not  think 
that  economic  pressures  would  preclude  effective  adherence  to  the  policy? 

30.  Hearings  to  date  by  this  committee  reflect  wide  variances  in  interpre- 
tation of  the  council's  policy  on  imports.  Do  you  not  feel  that  the  council 
should  again  be  called  upon  to  clarify  and  to  make  more  specific  the  meaning 
of  its  policy,  as  well  as  suggest  a specific  and  concrete  method  of  implementa- 
tion? 

Answer.  These  questions  have  been  grouped  together  since  they  all  relate  to  the 
same  subject  matter. 

We  subscribe  fully  to  the  national  oil  policy  promulgated  by  the  National 
Petroleum  Council,  including  that  portion  of  the  policy  which  relates  to  the  subject 
of  importation  of  foreign  oil. 

There  can  be  little  doubt  that  the  most  important  problem  facing  the  American 
petroleum  industry  today  is  the  problem  of  imports.  The  utilization  of  domestic 
supplies  available  under  sound  conservation  practices  as  against  unlimited  impor- 
tations of  foreign  oil  is  essential  if  we  are  to  maintain  any  resemblance  of  soimdness 
in  our  domestic  industry.  This  does  not  mean  that  there  can  be  no  imports  of 
foreign  oil  but  rather  than  a proper  balance  between  imports  and  domestic  pro- 
duction must  be  effected  and  maintained. 

In  recent  months  there  has  been  considerable  evidence  that  a proper  balance 
does  not  exist  today.  Cut-backs  in  domestic  production  and  continued  large 
importations  lead  to  the  inescapable  conclusion  that  some  of  our  industry's  leaders 
either  are  not  cognizant  of  the  imminent  danger  to  our  domestic  economy  or  do 
not  have  sufiScient  regard  for  our  domestic  welfare. 
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As  to  specific  recommendations,  we  believe  that  the  problem  should  and  c b 
solved  without  legislation.  Proper  machinery  is  already  established  thrcmgh  t e 
Interior  Department  and  the  National  Petroleum  Council.  Thorough  ^ y 
should  be  made  immediately  and  if  there  is  the  right  kind  of  statesmanship  in  our 
industry,  it  will  be  solved  without  further  action  on  the  part  of  Congress. 

Should  this  fail,  other  proper  safeguards  must  be  effected  to  accomplis 
objective.  Whether  these  would  be  in  the  form  of  import  quotes,  increases  m 
duty,  or  other  means  could  best  be  determined  after  a study  by  the  Council. 

31.  Question.  Do  you  or  do  you  not  believe  that,  ciprently,  imports  are  s p- 
planting,  and  are  not  limited  to  supplementing,  domestic  production  r 

Answer.  Government  statistics  would  indicate  that  total  imports  have  b 
substantially  exceeding  total  exports  and,  to  the  extent  that  such  excess  import 
have  displaced  available  domestic  supplies,  I believe  they  can  reasonably  be 
classified  as  having  supplanted  comparable  volumes  of  dom^tic  materia  . 

32.  Question.  State  whether  or  not  imports  in  excess  of  those  currently  being 
made  would  of  possibility  affect  the  domestic  petroleum  economy  or  have  y 
effect  on  the  national  security. 

Answer.  Generally  speaking,  whenever  we  become  net  importers  of  petroleum 
w'hile  having  the  ability  to  produce  required  volumes  from  domestic  sources,  the 

dome.stic  petroleum  economy  is  affected.  The  effect  is  a ® ^ 

depends  upon  several  factors,  such  as  the  measure  of  surplus,  relative  delivered 
costs  of  the  imported  material,  availability  of  comparable  domestic  supplies,  etc  ^ 

The  Texas  Co. 

(Excerpts  from  testimony  and  reply  to  subcommittee  questionnaire  submitted 
by  W.  S.  S.  Rodgers,  chairman  of  the  Board  of  the  Texas  Co.,  July  18,  1949) 

We  firmly  believe  that  the  study  of  imports  must  likewise  include  consideration 
of  exports,  and  in  our  studies  of  the  world  supply  of  crude  and  products,  and  the 
demand  therefor,  we  consider  as  exports  all  crude  and  produets  moving  from  the 
United  States  for  consumption  outside  the  United  States.  To  do  othervvise  is  to 
ignore  historical  practices  of  the  industry,  and  the  basic  factors  affecting  the 

balance  of  trade  in  general.  i e 

We  have  determined  that  the  difference  between  the  volume  of  crude  and 

products  imported  and  exported  (on  the  basis  described  in  the  preceding  par^ 
CTaph)  is  verv  small;  not  sufficient  to  disturb  our  domestic  economy.  The  result 
of  the  study  of  this  subject  by  the  National  Petroleum  Council,  we  feel  sure,  wiU 

AnT^nalysL'oT’the  problem  of  petroleum  imports  must  take  into  consideration 
the  effect  of  such  imports  upon  our  general  domestic  economy  and  our  national 

security.  One  should  bear  in  mind  the  fqllovving: 

I At  the  present  time  crude  oil  is  in  plentiful  supply  in  the  United  btates, 
however,  it  cannot  be  forgotten  that  during  1947  and  1948  there  were  severe 
shortages  of  petroleum  products  in  this  country.  In  order  to  alleviate  such 
shortages,  the  Texas  Co.  and  other  American  oil  companies  spent  vast  sums  of 
money  here  and  abroad  drilling  wells,  building  pipelines  building  and  chartering 
tankera  and  erecting  other  facilities  to  make  sure  that  the  future  deman^  of  the 
American  consumer  would  be  supplied.  This  shortage  would  have  lasted  con- 
siderably longer  if  it  had  not  been  for  imports  of  crude  from  Arabia,  and  crude 
and  products  from  South  America.  The  companies  vvho  made  these  expenditures 
and  were  then  applauded  for  their  efforts,  now  stand  accused  of  threatening  the 

prosperity  of  the  American  oil  business.  . . , , . ,.  . « . .o 

For  emphasis,  I wish  to  quote  from  our  original  reply  to  questions  4,  9,  and  13, 
appearing  on  pages  5 and  6%f  our  reply  of  July  18,  1949,  to  the  Select  Committee 

on  Small  Business,  as  follows:  , 

"\pproximatelv  83  percent  of  the  Texas  Co.’s  total  assets  are  within  the  United 

Stated  It,  therefore,  has  the  same  interest  as  any  other  domestic  oil  company 
in  seeing  that  the  domestic  oil  industry  is  prosperous.  On  the  .other  hand  the 
Texas  Co  believes  it,  and  all  other  oil  companies,  owe  it  to  their  United  States 
customers  to  make  sure  that  in  periods  of  short  supply  in  this  country  crude  oil 
will  be  available  somewhere  in  the  world  to  supply  their  needs.  ]t  feels  that, 
in  their  efforts  to  provide  that  supply,  these  companies  are  entitled  to  the  con- 
tinuous, and  not  simply  intermittent,  support  of  the  Government  and  the  public 
“The  American-controlled  oil  industr>'  is  a highly  competitive  one.  With 
thousands  upon  thousands  of  individualistic  and  competing  pereons  and  cor- 
porations engaging  in  it,  there  will  inevitably  be  temporary  periods  when  fear 
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of  our  confidence  in  the  future  will  create  a local  or  general  undersupply  or  over- 
supply  of  oil  and  its  products.  However,  for  nearly  a hundred  years,  except  for 
temporary  periods,  the  American  oil  industry  under  our  competitive  system  has 
supplied  the  American  public  with  all  of  the  oil  that  it  could  use.  This,  there- 
fore, is  hardly  the  time  to  substitute  untested  governmental  controls  for  the  free 
play  of  economic  forces  in  this  industry.” 

II.  Because  of  the  distance  and  the  consequent  high  cost  of  transportation  the 
Western  Hemisphere  is  not  a natural  market  for  crude  oil  from  the  Middle  East, 
and  we  believe  that  the  free  play  of  the  law  of  supply  and  demand  will  continue 
efifectively  to  limit  imports  of  such  crude. 

III.  The  development  by  American  companies  of  foreign  crude  oil  reserves  has 
been  a great  contribution  to  the  national  security  and  welfare  of  the  United  States 
Our  company  along  with  many  other  domestic  companies  took  the  tremendous  risk 
involved  in  developing  such  reserves  throughout  the  world.  If  American-owned 
companies  are  to  retain  these  reserves  and  continue  such  work,  they  must  have  a 
reasonable  market  in  world  trade. 

IV.  The  United  States  has  only  approximately  35  percent  of  the  world's  proven 
crude  reserves  but  has  been  producing  upward  of  60  percent  of  the  world's  re- 
quirements of  petroleum  products.  At  the  same  time  this  country  accounts  for 
about  two-thirds  of  the  entire  world  consumption.  If  this  trend  were  to  con- 
tinue unchecked  our  national  security  would  certainly  be  put  in  jeopardy.  We 
make  this  statement  notwithstanding  our  enormous  reserves  of  hydro-carbons  in 
the  form  of  coal,  shale,  and  gas.  Processes  for  converting  these  into  liquid  form 
are  in  their  infancy.  The  industry  will  undoubtedly  solve  those  problems  but  it 
will  take  years  to  do  so  and  it  is  doubtful  that  such  products  will  be  competitive 
with  products  from  crude  oil. 

Our  Government,  particularly  through  the  State  and  military  departments, 
has  recognized  the  threat  to  our  national  security  inherent  in  the  failure  to  de- 
velop and  to  maintain  adequate  reserves  of  potential  production  and  has  en- 
couraged American  oil  companies  to  explore  for  and  produce  oil  in  foreign 
countries. 

It  is  vitally  necessary  to  our  national  security  to  build  up  a reasonable  excess 
producing  capacity  to  be  used  in  time  of  need.  Existing  reserves  in  the  United 
States,  Canada,  and  South  America  are  our  major  backlog  of  security,  and  their 
conservation  is  of  prime  importance.  It  is  important  to  remember  that  you 
cannot  cut  back  on  foreign  production  by  restricting  imports  in  times  of  over- 
supply, and  have  such  production  ready  and  available  for  importation  into  this 
country  in  times  of  emergency. 

V.  More  and  more  of  our  economy  is  based  on  petroleum;  and,  because  of  the 
chaotic  conditions  existing  in  the  coal  industry,  coal,  although  still  important,  is 
fast  losing  its  position  of  leadership.  There  is  a rapid  shift  from  the  use  of  coal 
to  petroleum  and  gas  for  (1)  heating  of  houses  and  buildings,  (2)  generation  of 
electrical  power,  (3)  propulsion  of  railroad  equipment,  (4)  urban  mass-transpor- 
tation systems,  and  (5)  industrial  use.  In  addition  to  these  transitions,  a huge 
new  market  is  being  developed  for  farm  consumption. 

We  believe  that  consideration  should  also  be  given  to  the  following  factors 
affecting  our  domestic  economy  and  our  national  security; 

(1)  Any  restrictions  on  imports  would  be  contrary  to  the  concept  of  free  en- 
terprise and  would  act  as  a deterrent  to  our  nationals  making  further  investments 
to  develop  and  maintain  production  in  foreign  countries. 

(2)  Limitations  on  imports  might  result  in  possible  shortages  and  higher  prices 
on  petroleum  products,  thereby  penalizing  150,000,000  people  for  the  benefit  of 
less  than  16,000  producers. 

(3)  Imports  represent  only  a marginal  source  of  crude  and  products.  Restric- 
tions on  such  imports  w'ould  have  an  adverse  effect  on  international  trade.  To 
prohibit  or  limit  imports  would  run  counter  to  our  Government's  program  to  put 
foreign  nations  on  their  feet  and  to  make  dollars  available  to  them.  We  cannot 
as  a nation  continue  to  export  unless  w'e  are  w illing  to  import. 

(4)  Recognition  should  be  given  to  the  great  cost  incurred  by  the  American  oil 
companies  in  their  foreign  operations  in  preparing  to  meet  the  shortages  forecast 
in  1947  and  1948. 

It  is  our  feeling  that  the  free  play  of  economic  forces  and  the  self-interests  of 
American-owned  foreign  companies  in  not  injuring  our  domestic  industry  will 
keep  a proper  balance  between  reasonable  imports  and  healthy  domestic  activity. 

The  committee  through  Mr.  Ellis'  letter  has  expressed  interest  in  our  opinion 
as  to  the  situation  of  this  company  in  world  markets.  We  in  our  company  have 
been  very  much  disturbed  by  recent  reports  that  EGA  countries  in  Europe  con- 
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template  an  overexpansion  of  their  refining  facilities.  By  . 

that  these  countries  not  only  intend  to  have  refineries  built  so 
their  own  consumption  but  to  have  sufficient  capacity  to  ®oable  them  to 
to  other  countries.  In  order  to  take  care  of  this  operation,  EGA  dollars  would 

*^^In\ur  opinion,  such  overexpansion  is  totally  unjustified.  Any  expansion 
abroad  in  refining  and  producing  facilities  should  take  u ® 

investments  created  to  supply  the  markets  concerned 

duplication.  It  would  seem  to  us  that  if  President  Truman  s point  4 . 

to  be  successful  and  foreign  investments  are  to  be  encouraged,  due  consideration 
should  be  given  to  some  sort  of  protection  of  the  investments  now  , 

Furthermore,  it  is  wasteful  of  the  American  taxpayers  money  to  duphcate 
facilities,  wherever  these  facilities  might  be,  as  long  ^ they  are  P^*®? 
supply  the  markets  concerned  and  as  long  as  the  American  '"7°  Ympri 

willing  to  exert  their  efforts  toward  decreasing  their  dollar  requirements.  ' 

can  companies  must,  however,  be  afforded  equal  opportunity  to  compete  with 
foreign  companies;  otherwise,  the  American  companies  will  be 
markets  at  the  expense  of  the  very  dollars  which  they  have  even  played  a part  in 
generating,  i.  e.,  the  American  taxpayers’  dollars. 

^ Duplication  of  existing  producing  and  manufacturing 

put  soft-currency  companies  in  a position  to  vie  for  other  markets,  which  conce 
ably  might  go  so  far  as  to  endanger  the  import  situation  into  this  . 

Question  I.  Are  you  now  engaged  in  the  production  of  oil  outside  the 
States?  If  so,  where  are  your  holdings  located;  what  is  the  name  of  your  operating 

^'^SwCT.^The  Texas  Co.  is  not  directly  engaged  in  the 

the  United  States  but  has  an  interest  in  certain  subsidiaries  and  affiliates  that  are 
so  engaged,  as  follows: 


Name  of  subsidiary  or  affiliate 

Percent 
owned  di- 
rectly or  in- 
directly by 
the  Texas 
Co. 

Area  of  operation 

30.0 

Arabia. 

50.0 

Bahrein  Island. 

1 ne  nanrein  reiroieuiii  — ’“v***  •. 

10.0  ' 

New  Guinea. 

V.  Nederlanciscne  mcuw  ^juinee  ieirujuiiui 

100.0 

Venezuela  and  Co- 

49.91 

lombia. 

Coloijibia. 

UOIomDiaii  xeiroieuiii  — - — 

50.0 

Venezuela. 

Sociedacl  Anonima  i^etroiera  i-/ao 

54.6 

Trinidad. 

Question  4:  If  you  listed  imports  in  your  answer  to  question  2 above,  state 
whether  or  not,  at  the  time  of  import,  there  was  physically  available  from  domestic 
nroduction  either  crude  or  product  of  a comparable  type  and  quality. 

(In  our  opinion,  we  can  make  our  answer  to  this  question  clearer  if  we  combine 

Answers^to  questions  4,  9,  and  13:  Answers  to  questions  4,  9 and  13  require 
some  consideration  of  the  basic  economics,  and  the  strategic  value,  of  American 

oil  production  in  foreign  lands.  , . 

The  United  States  is  the  greatest  oil-consuming  N^ion  in  the  world. 
natelv,  we  are  also  the  greatest  oil-producing  Nation.  We  have  not  on  y produced 
what  we  needed  for  ourselves,  but  we  have  shipped  abroad  vast  quantities  of  our 
strategically  valuable  product.  We  have  therefore  been  consuming  this  oil 

This  situation  has  led  American  oil  companies,  which  were  large  enough  to 
take  the  risks  involved,  to  explore  for  and  produce  oil  in  foreign  countries.  Our 
Government,  and  particularly  our  State  and  Defense  Departments,  have  encour- 
aged them  to  do  this,  as  it  was  recognized  that,  while  we  have  had  periods  of 
oversupply  of  oil  in  this  country,  we  are  nevertheless  gradually  depleting  our  oil 

resources  and  ultimately  may  be  dependent  upon  foreign  oil. 

Outside  of  the  United  States  the  most  strategically  located  of  tlie  world  s oil 
reserves  (so  far  as  the  United  States  is  concerned)  are  located  in  other  countries 
in  the  Western  Hemisphere.  While  all  of  the  known  reserves  in  the  Western 
Hemisphere  constitute  about  48  percent  of  the  known  crude  oil  reserves  of  the 
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world,  the  Western  Hemisphere  has  been  consuming  around  72  percent  of  the 
oil  used  in  the  world,  and,  in  addition,  has  for  many  years  been  sending  a large 
volume  of  oil  to  the  Eastern  Hemisphere  markets.  The  Western  Hemisphere 
has  therefore  been  rapidly  using  up  its  crude  oil  reserves,  while  the  Eastern 
Hemisphere  reserves  were  being  conserved.  The  ultimate  result  could  be  that, 
if  and  when  w'ar  comes,  our  most  strategically  located  oil  reserves  might  have 
been  so  depleted  that  we  would  not  be  able  to  “oil”  another  world  war. 

The  way  to  prepare  against  this  danger  is  for  the  Western  Hemisphere  to 
conserve  its  oil  as  much  as  it  can,  and  use,  and  cause  the  rest  of  the  world  to  use 
as  much  of  the  oil  of  the  Eastern  Hemisphere  as  possible,  and,  at  the  same  time, 
maintain  its  own  oil  industry  in  a healthy  condition. 

It  is  certainly  no  answer  to  this  problem  merely  to  maintain  that  the  prophets 
of  ultimate  oil  famine  in  this  country  have  always  been  wrong  in  the  past  and, 
therefore,  they  are  likely  to  be  wrong  in  the  future.  We  have  so  far  been  fortu- 
nate in  always  being  able  to  discover  new'  reserves  when  the  outlook  seemed  to 
be  for  a permanent  domestic  shortage  of  oil.  But  every  new  oil  field  that  is 
discovered  means  one  less  to  be  discovered  in  the  future,  and  this,  together  with 
our  steadily  increasing  rate  of  oil  consumption,  points  to  the  wisdom  of  giving 
continuing  attention  to  the  strategic  danger  involved  in  the  possibility  that,  with 
the  advent  of  World  War  III,  we  may  find  that  the  oil  necessary  to  win  it  is  under 
the  guns  of  the  enemy. 

The  real  basis  for  the  great  strategic  value  w hich  American-controlled  oil  prop- 
erties in  the  Eastern  Hemisphere  have  for  the  United  States,  therefore,  does  not 
lie,  as  some  assume,  in  the  ability  of  Eastern  Hemisphere  oil  fields  and  refineries 
to  supply  crude  oil  and  petroleum  products  to  our  armed  services  during  times  of 
w'ar,  although  it  may  very  well  be  that,  for  the  period  after  the  beginning  of  a 
w'ar,  the  productive  capacity  of  those  fields  and  refineries  and  the  stocks  which 
have  previously  been  produced  therefrom  will  be  of  tremendous  immediate  mili- 
tary value.  The  great  strategic  value  of  those  fields  and  refineries  lies  in  the  fact 
that  in  time  of  peace  they  will  serve  enormously  to  help  conserve  Western  Hemi- 
sphere crude-oil  reserves,  and  the  fact,  wiiich  is  equally  important,  that,  if  these 
reserves  w^ere  now'  in  the  hands  of  a power  tliat  might  be  our  enemy  in  World 
War  III,  they  would  be  of  immediate  use  to  tliat  enemy. 

Consequently,  from  the  long-range  security  point  of  view  alone,  it  is  to  the 
interest  of  the  United  States  to  promote  and  maintain  a healthy  American-owned 
oil  industry  in  the  Eastern  Hemisphere. 

It  is  also  in  the  immediate  interest  of  the  American  consumer  that  Americans 
control  a fully  developed  active  oil  industry  abroad  as  a backlog  against  a shortage 
of  petroleum  in  the  United  States.  All  of  those  who  recall  the  difficulties  which 
certain  communities  in  this  country  had  in  obtaining  fuel  oil  in  1947  and  early 
1948  must  realize  that  the  possibility  of  an  oil  shortage  in  this  country  is  not  a 
purely  theoretical  one.  At  that  time,  Ameri<*.an  oil  companies  were  being  criti- 
cized for  failing  to  move  sufficient  Eastern  Plemisphere  crude  oil  to  the  United 
States  to  relieve  the  situation.  It  ought  to  be  a great  source  of  comfort  and 
satisfaction  for  American  consumers  to  know'  that  if  and  when  a pinch  in  domestic 
production  comes  these  oil  companies  have  discovered  the  reserves  and  provided 
the  facilities  for  bringing  substantial  quantities  of  oil  into  this  country. 

In  1947-48,  when  the  American  oil  shortage  was  at  its  worst,  the  various  oil 
companies  w'ere  drilling  oil  wells,  building  pipe  lines,  chartering  and  building  new 
tankers,  and  otherwise  feverishh^  struggling  to  provide  the  oil  reserves  and  facilities 
necessary  to  supply  the  demand  of  the  American  consumer.  In  order  to  fulfill  its 
part  in  this  effort,  the  Texas  Co.  speeded  up  its  drilling  program  here  and  abroad, 
accelerated  the  building  of  pipelines,  refineries,  and  ships,  and  made  other  long- 
term commitments. 

Now',  for  the  time  being,  crude  oil  is  in  plentiful  supply  in  the  Western  Hemi- 
sphere. The  change  which  has  occurred  in  the  situation  in  the  past  few'  months  is 
a tribute  to  the  energy  and  industry  with  which  American  oilmen  have  carried  on 
their  search  for  and  development  of  the  oil  resources  of  this  and  other  countries. 
It  is  a further  demonstration  of  what  can  be  accontplished  by  freemen  and  the  free 
play  of  economic  forces  under  the  American  competitive-enterprise  system. 

However,  these  oil  companies,  which  less  than  a year  ago  were  being  applauded 
for  their  strenuous  efforts  to  satisfy  the  immediate  demands  of  the  American 
consumer,  as  well  as  promote  the  long-range  security  of  the  country,  by  making 
foreign  crude  oil  available  in  this  country,  are  being  told  that  their  achievements 
along  this  line  will  destroy  the  domestic  oil  business  and  the  national  security  as 
well. 

Approximately  83  percent  of  the  Texas  Co.^s  total  as.sets  are  w'ithin  the  United 
States.  It,  therefore,  has  the  same  interest  as  any  other  domestic  oil  company  n 
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seeing  that  the  domestic  oil  industry  is  prosperous.  On  the  other  hand,  the  Texas 
Co.  believes  it,  and  all  other  oil  companies,  owe  it  to  their  United  btates  customers 
to  make  sure  that  in  periods  of  short  supply  in  this  country  crude  oil  will  De 
available  somew'here  in  the  world  to  supply  their  needs.  It  feels  that,  in  tneir 
efforts  to  provide  that  supply,  these  companies  are  entitled  to  the  continuous,  ana 
not  simply  intermittent,  support  of  the  Government  and  the  public. 

The  American-controlled  oil  industry  is  a highly  competitive  one.  n itn  tnou- 
sands  upon  thousands  of  individualistic  and  competing  persons  and  corporations 
engaging  in  it,  there  will  inevitably  be  temporary  periods  when  fear  of  or  connaence 
in  the  future  will  create  a local  or  general  under  or  over  supply  of  oil  and  its 
products.  How'ever,  for  nearly  a hundred  years,  except  for  temporary  periods, 
the  American  oil  industry  under  our  competitive  system  has  supplied  the  American 
public  wdth  all  of  the  oil  that  it  could  use.  This,  therefore,  is  hardly  the  time  to 
substitute  untested  governmental  controls  for  the  free  play  of  economic  force.s  in 

this  industry.  ^ ^ ^ ^ , 

It  would  be  very  helpful  if  the  American  people  could  get  clearly  in  mind  some 
of  the  basic  facts  outlined  above.  It  w'ould  seem  to  be  clear  that  this  country 
needs  both  a healthy  domestic  oil  industry  and  a healthy  American-ow'iied 
foreign  oil  industry.  The  balance  between  the  two  may  at  times  be  somewhat 
uncertain,  but  the  free  play  of  economic  forces  is  a far  better  balance  w heel  than 
governmental  regimentation  or  control,  how'ever  w’ell  intentioned  or  adminis- 
tered. The  solution  of  current  problems  will  require  knowledge,  understanding, 
tolerance,  and  patriotism  upon  the  part  of  all  branches  of  the  American  oil 
industry,  large  and  small,  but,  with  these,  they  can  be  solved  with  no  ill  effects, 
domestic  or  foreign. 

The  answer  to  question  4,  therefore,  is  that  during  1947  and  1948,  w'hen  tne 
Texas  Co.  started  to  import  Eastern  Hemishpere  crude  oil  into  the  United  States, 
there  was  not  available  from  domestic  production  either  crude  or  products  of  a 

comparable  type  and  quality.  . ^ i rr.  i-. 

Answ'ering  question  9,  the  reasons  for  the  importation  by  the  lexas  Co.  are 

set  forth  in  the  foregoing  paragraphs.  - 

As  to  question  13,  w'e  do  not  know'  whether  over-all  imports  have  affected 
recent  cut-backs  in  production  allowables.  That  particular  question  is  one  which 
can  more  properlv  be  answ^ered  by  the  State  authorities  w'ho  determine  allow'ables, 
but  we  do  know  that  during  the  postwar  period  there  were  good  reasons  for  believ- 
ing that  production  from  many  United  States  oil  fields  wras  in  excess  of  maximum 
efficient  production  and  conservation  alone  would  justify  a reduction  in  allow- 
ables in  many  fields.  . , u 

Further  answering  question  13:  So  far  as  our  company  is  concerned,  we  nave 

been  purchasing  more  crude  in  this  country  in  1949  than  we  were  in  1947  or  1948, 
but  purchases  from  certain  producers  have  been  reduced  in  compliance  with  orders 

of  State  regulatory  bodies.  , , . „ j ^ 

As  a matter  of  record,  the  Texas  Co.  exported  substantially  more  crude  and 

products  in  1949  than  w'e  imported. 

Question  23.  What,  in  your  opinion,  is  necessary  to  maintain  a healthy  pe- 
troleum situation  insofar  a'^s  national  security  is  concerned?  Please  elaborate  on 

the  essentials  necessarv  to  achieve  this  end. 

Answ'er.  In  our  opinion  “a  healthy  petroleum  situation  insofar  as  national 
security  is  concerned”  requires  the  building  up  of  potential  production  reserves  to 
the  extent  necessary  to  meet  any  probable  or  foreseeable  national  emergency. 
Our  view  is  that  reasonably  polential  reserves  should  be  established  in  this 
country  and  other  countries  in  the  Western  Hemisphere.  This  objective  can  be 
achieved  by  sensible  domestic  production  activities,  supplemented  by  imports. 

During  the  process  of  building  up  such  reserves,  the  public  should  not  be  re- 
quired to  pay  excessive  prices  for  petroleum  products  and  the  practical  way  to 
supply  the  increasing  demand,  concurrently  with  the  building  up  of  potential  re- 
serve production,  is  through  imports.  The  law  of  supply  and  demand  w'ill  take 
care  of  this  situation.  It  is  a mistake  to  think  that  production  activities  in  this 

country  will  suffer.  . . i.  j 

As  mentioned  in  the  answer  to  question  19,  encouragement  of  owniership,  and 
development  by  American  companies  of  reserves  located  throughout  the  world  to 
supply  the  military  in  peace  and  in  case  of  a national  emergency  are  other  means  of 
strengthening  the  national  security  of  the  United  States. 

Question  24.  Are  you  a member  of  the  National  Petroleum  Council? 

Answer.  Yes.  ^ i-  • x,  -l 

Question  25.  Do  you  subscribe  to  the  national  oil  policy,  set  forth  in  the  report 

of  the  National  Petroleum  Council  for  1949? 


! 
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Answer.  The  national  oil  policy  is  a general  statement  of  objectives  and  prin- 
ciples which  we  have  approved.  To  be  fully  understood,  they  must  be  considered 
as  a whole,  and  we  are,  therefore,  attaching  certain  excerpts  from  the  policy,  which 
bear  upon  the  subject  matter  of  questions  25  to  31,  inclusive,  to  which  we  are 
making  this  combination  answer. 

It  will  be  apparent  from  these  excerpts  that  the  national  oil  policy  emphasizes 
the  importance  of  having  adequate  supplies  of  petroleum  to  our  national  security, 
of  encouraging  the  development  of  foreign  oil  resources  as  well  as  domestic,  and 
of  free  markets. 

The  Texas  Co.  believes  that  out  domestic  oil  resources  are  of  the  first  importance 
to  our  national  security.  We  should  maintain  a healthy  domestic  petroleum  in- 
dustry with  a reserve  production  which  we  can  draw  upon  in  case  of  national 
emergency.  It  should  be  obvious,  how'ever,  tliat,  if  in  time  of  peace  w'e  produce 
and  use  our  domestic  reserves  to  the  maximum  extent  possible,  we  will  not  have 
them  available  in  time  of  emergency.  We  can't  eat  our  cake  and  have  it,  too.  It 
is  therefore  vitally  necessary  for  us  to  conserve  our  domestic  resources  (insofar  as 
it  can  be  done  and,  at  the  same  time,  maintain  our  domestic  industry  in  a healthy 
going  condition)  and  use  to  the  maximum  extent  in  peacetime  the  foreign  oil 
reserves  which  might  be  denied  to  us  in  time  of  war. 

Nothing  contained  in  article  IV  of  the  National  Oil  Policy  is  inconsistent  with 
this  view.  The  language  in  that  article  is  in  general  terms  and  does  not  purport 
to  indicate  the  point  up  to  which  imports  should  be  encouraged  and  beyond  which 
they  should  be  limited.  It  says,  in  part,  that  ‘‘The  availability  of  petroleum  from 
domestic  fields  produced  under  sound  conservation  practices,  together  with  other 
pertinent  factors^  provides  the  means  for  det€*rmining  if  imports  are  necessary. 
* * *”  [Italics  added.]  One  of  the  “other  pertinent  factors"  to  be  taken  into 

consideration  certainly  is  the  national  security  in  time  of  emergency. 

Shell  Oil  Co,,  Inc. 

(Excerpts  from  reply  to  the  subcommittee  questionnaire  submitted  by  H.  S.  M. 

Burns,  president  of  Shell  Oil  Co.,  Inc.,  July  12,  1949) 

Shell  Oil  Co.,  Inc.,  to  which  your  questionnaire  is  directed,  is  a Virginia  corpora- 
tion owned  100  percent  by  Shell  Union  Oil  Corn.,  a Delaware  corporation,  a hold- 
ing company  whose  shares  are  listed  on  the  New  York  Stock  Exchange.  The 
activities  of  Shell  Oil  Co.,  Inc.,  and  of  Shell  Union  Oil  Corp.  are  confined  entirely 
to  the  continental  United  States  and  the  Territories  of  Hawaii,  and  Alaska,  and 
the  Dominion  of  Canada.  Approximately  64  percent  of  the  common  stock  of 
Shell  Union  Oil  Corp.  is  beneficially  held  by  Shell  Caribbean  Petroleum  Co.,  a 
New  Jersey  corporation,  which  engages  in  foreign  oil  operations,  principally  in 
Venezuela.  Since  we  have  no  first-hand  information  about  these  foreign  opera- 
tions, we  are  not  reporting  thereon. 

The  responses  to  the  various  questions  which  you  have  directed  to  us  will, 
therefore,  be  made  only  in  respect  of  the  activities  of  Shell  Oil  Co.,  Inc. 

1.  We  are  not  engaged  in  the  production  of  oil  outside  the  United  States. 

4.  At  the  present  time  there  is  physically  available  from  domestic  production 
both  crude  oil  and  residual  fuel  oil  of  a comparable  type  and  quality  to  the  type 
which  we  are  importing.  We  do  not  believe  that  asphalt  of  comparable  type  is 
available  from  domestic  sources,  at  least  on  the  eastern  seaboard  where  the 
imports  of  asphalt  are  effected. 

The  crude  oil  being  imported  was  purchased  under  a long-term  agreement, 
negotiated  more  than  a year  ago  at  a time  when  our  best  judgment  indicated 
that  crude  oil  of  this  type  was  unlikely  to  be  available  in  sufficient  quantity  from 
domestic  sources.  The  residual  fuel  oil  is  being  imported  under  terms  of  an 
arrangement  negotiated  as  long  as  3 years  ago  when  a similar  condition  prevailed. 

13.  I believe  that  the  recent  cut-backs  in  production  allowables  in  certain 
States  have  been  brought  about  by  the  great  increase  in  domestic  production 
potential  in  recent  years  in  face  of  a slowing  up  in  domestic  demand.  The  same 
factors  have,  I believe,  brought  about  a decrease  in  the  imports  of  oil,  at  least 
on  the  part  of  those  who  were  in  a position  to  curtail  their  imports.  I cannot 
speak  for  other  oil  companies,  but  it  is  a fact  that  the  reduction  in  production 
allowables  has  reduced  our  own  domestic  production  by  more  than  the  total  of 
our  imports  of  crude  and  products,  and  our  purchases  of  domestic  oil  are  now 
higher  than  thev  were  at  the  first  of  the  year. 

23.  I believe  that  from  the  point  of  view  of  national  security  it  is  the  part  of 
wisdom  to  conserve  the  Nation's  natural  reserves.  The  establishment  of  new 
reserves  of  petroleum  for  our  future  needs  should  be  encouraged,  and  at  the  same 
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time  dissipation  of  proven  reserves  by  production  in  excess  of 
by  good  engineering  practice  should  be  discouraged.  In  fact, 

OTdlr  to  establish  a*"quick  source  of  extra  supply  in  the  event 
all  fields  were  produced  at  a rate  showing  a re^onable  ^ 

mum  economic  recovery  rates.  The  ability  to  fuel  the  last  war  was  la  g y 
the  reserve  productive  capacity  existing  at  the  outbreak  of  •, 

24.  I have  the  honor  to  be  a member  of  the  National  Petroleum  Counc  • . 

25.  I subscribe  to  the  national  oil  policy  set  forth  in  the  report  of  the  National 

PetroleiUm  ^CouncilJ^or^  Petroleum  Council’s  statement  that  importf 

should  supplement  rather  than  supplant  domestic  crude-ml^ 
viewed  as  a long-term  policy.  It  would  obviously  be 

imports  daily  so  as  exactly  to  balance  against  domestic  production.  Plans  must 
be  formulated  and  commitments  made  on  the  basis  of  long-term  , 

petroleum  industry,  and  these  plans  and  commitments  cannot  be  commit 

L day  to  balance  short-term  fluctuations  in  the  supply  position 
ments  for  the  purchase  of  foreign  crude,  l^e  our  own,  made  at  ^ 

domestic  production  appeared  to  be  inadequate  to  i in  a 

normally  warm  winter  and  the  resulting  loss  of  demand  has  left  the  indi^try  m 
temporarily  long  position.  Normally  cold  weather  this  coming  ^‘“ter  may  ^ell 
place  the  industry  in  a position  that  will  strain  domestic  production  capacity  to 

*^2™Yt  iSieen  argued  that  in  time  of  peace, 

available  and  not  subject  to  interruption  by  hazards  of  war,  the  Unitea  otat 
should  look  to  foreign  sources  for  as  much  as  possible  of  its  petroleum  requirements, 
leaving  its  own  natural  resources  safely  underground  until  such  t^^^ 
other  emergency  makes  it  necessary  to  draw  upon  them  This  however, 
not  be  desirable,  in  my  opinion,  for  many  reasons,  the  chief  of  which  is  tnat  it 

would  result,  if  carried  to  an  exaggerated  de^e,  ^^^TSteYsSs  tL  most 
technological  advances  which  have  made  the  oilmen  of  the  United  btates  the  most 

efficient  finders  producers,  and  refiners  of  oil  in  the  world.  I believe  that  ration^ 
conservation  as  mentioned  in  my  answer  to  question  23  together  ^ylth  a re^onab^ 
attitude  toward  importations,  is  all  that  will  be  required  to  insure  that  for  the  for^ 
seeable  future  the  United  States  will  not  be  short  of  power  for  its  civilians,  its  in- 

dustry long-term  basis  the  ordinary  play  of  economic  forces 
coupled  with  a reasonable  conservation  policy  by  the  States  will  take  care  of  this 

problem.  e question  is  answered  in  the  foregoing. 

30  An  oil  poliev  adopted  by  a group  of  such  diverse  interests  as  the  National 
Petroleum  Council  must  of  necessity  be  stated  in  very  bioad  ter^.  Unly  com- 
mon objectives  can  be  defined.  To  attempt  to  lay  down  specific  and  concrete 
methods  of  implementation  would,  in  my  opinion,  only  re^lt  in  such  dis^re^ 
ment  that  there  would  be  danger  of  losing  entiiely  the  broad  objectives.  I 
doubt \he  advisability,  therefore,  of  asking  the  council  to  make  more  specific 

""^TrSl^formation  available  to  me  indicates  that,  with  the  slackening  of  de- 
mand since  the  peak  of  a year  ago,  imports  have  been  decelerated  somewhat  in  line 
wS  t^reduct^^^^^^^^  As  in  our  case,  it  is  not  possible  to  cut 

off  long-term  commitments  for  foreign  oil  made  in  good  faith  at  a time  when  the 
nf  domestic  supplies  made  it  seem  essential  to  do  so.  Nevertheless,  the 
marked  weakness  in  the  oil  market,  together  with  the  availability  of  plenty  of 
domestic  oil  must  undoubtedlv  have  removed  much  of  the  incentive  to  the  would- 
beTmporter  My  guess  would  be  that  the  producer  of  foreign  oil,  m view  of  the 
United  Stetes  domestic  market  situation,  is  likely  to  seek  a market  for  his  produc- 
tinn  plsewhere  in  the  world  until  the  situation  may  change.  , , 

32  I belfeve  that  any  increase  in  imports  would  undoubtedly  tend  to  weaken 
what  is  Sr7adv  rweak  oil  market  in  the  United  States.  If  such  increased  im- 
norts  resS  in  more  domestic  oil  being  held  in  the  ground  then  the  immediate 
effect  would  be  beneficial  to  national  security.  However,  if  the  weakened  market 
Ucri  Trmrh  discouraeement  to  exploration  for  more  oil,  then  it  is  possilffe 

oU  tadiitryls  noMriously  subject  to  ups  and  downs;  and  it  would  not  su^r,^^^ 
t as/ tesuU  T.  ,?w*m'?n»“w; n£5e"d  tS 

trlXl  STcoZrcaU*;  SlVto  avoid  overdepletion  of  our  domestic 
reserves— a position  we  were  in  only  a year  or  18  months  ago. 
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Standakd  Oil  Co.  of  California 

I 

(Excerpts  from  reply  to  the  subcommittee  questionnaire  submitted  by 

T.  S.  Peterson,  president  of  Standard  Oil  Co.  of  California,  July  21,  1949)  j 

Standard  Oil  Co.  of  California  subscribes  to  the  import  policy  of  the  National  ! 

Petroleum  Council  which  endorses  imports  to  the  extent  necessary  to  supplement, 
without  supplanting,  the  production  of  a sound  and  healthy  domestic  oil  economy. 

The  council’s  policy  encourages  imports  to  the  extent  that  they  do  not  retard  a 
vieorous  domestic  program  of  exploration  and  development,  and  it  also  recognizes 
tnat  the  development  of  world  oil  resources  by  United  States  nationals  and  the 
preservation  of  our  domestic  reserves  by  reasonable  use  of  foreign  reserves  is 
essential  to  our  Nation’s  military  security.  We  believe  that  this  country’s 
import  policy  must  also  provide  for  the  protection  of  this  country’s  long-range 
reserve  position  and  be  in  conformity  with  good  conservation  practices. 

It  is  our  belief  that  the  current  volume  of  imports  has  not  endangered  the  sound 
condition  of  the  domestic  oil  industry.  The  rate  of  exploration  and  drilling  for 
oil,  w’hich  has  always  been  a good  criterion  of  the  health  of  the  industry,  has  not 
decreased  in  1949  and  is  at  a considerably  higher  level  than  3 years  ago.  The 
figures  show  that  in  the  first  9 months  (through  September)  in  each  of  the  years 
from  1946  to  1949  the  approximate  number  of  well  completions  w'as:  22,800, 

24,300,  28,500,  and  28,800,  respectively.  During  the  same  period  the  approximate 
total  footage  drilled  was  73,000,000,  82,000,000,  97,000,000,  and  103,000,000, 
respectively.  This  increase  in  the  rate  of  drilling  has  occurred  despite  declines  in 
general  business  indexes  in  most  phases  of  the  economy.  In  addition  total 
exploratory  w'ells  drilled  w^ere  5,535  in  the  first  9 months  of  i949  as  compared  with 
4,961  in  the  same  1948  period. 

Considerable  confusion  has  arisen  as  a result  of  the  definition  of  imports  and 
exports,  since  the  published  reports  listing  these  figures  were  obviously  not  de- 
signed for  use  in  a study  of  the  economic  effects  of  imports  on  the  industry. 

Whereas  the  published  figures  on  imports  include  all  the  petroleum  brought 
into  the  United  States,  they  do  not  include  all  the  oil  shipped  out  of  the  United 
States.  Oil  exported  for  the  account  of  the  Armed  Forces  for  use  abroad  is  not 
showm  as  an  export  in  spite  of  the  fact  that  part  of  this  oil  goes  to  maintain  the 
economy  of  Japan  and  Germany.  Since  the  civilian  economy  of  Japan  has 
traditionally  been  supplied  by  exports  from  California,  removal  of  this  business 
from  the  export  figures,  due  to  its  being  supplied  by  the  Armed  Forces,  creates 
a misleading  situation. 

Likewise,  bunkers  for  ships  in  foreign  trade,  many  of  which  could  undoubtedly 
purchase  their  requirements  outside  of  the  United  States  if  the  price  structure 
made  this  economic,  are  not  included  in  the  export  figures.  When  w'e  adjust 
the  published  exports  to  include  the  above,  actual  “ingo”  and  “outgo”  are 
approximately  in  balance.  This  is  important  because  it  seems  obvious  that  if 
the  600,000  barrels  per  day  or  more  coming  into  the  United  States  w'ere  cut  off, 
it  would  be  economically  necessary  for  the  producers  of  such  foreign  oil  to  attempt 
to  find  means  of  processing  it  and  supplying  the  markets  now  being  supplied 
by  exports  from  the  LTnited  States.  To  the  extent  this  diversion  took  place, 

United  States  producers  would  enjoy  no  gain  in  their  crude  oil  output.  In 
addition,  refiners  in  this  country  would  suffer  sizable  losses,  since  the  total  value 
of  commercial  exports  in  1948  was  $657,000,000  while  the  total  value  of  imports 
was  $240,000,000  beiow^  that  figure. 

Insofar  as  Standard  or  California  is  concerned,  it  is  anticipated  that  in  the 
first  6 months  of  1950  total  imports  of  petroleum  will  amount  to  about  30,000 
barrels  daily.  This  can  be  compared  with  anticipated  exports  of  crude  oil  and 
products  of  about  38,000  barrels  daily,  giving  the  company  a net  export  position. 

Our  imports  in  the  first  half  of  1950  wdll  probably  amount  to  about  4 percent 
of  total  imports  into  the  United  States.  These  38,000  barrels  per  day  of  petroleum 
exported  represent  commodities  which  could  bo  supplied  from  foreign  sources 
direct  to  foreign  countries.  If  it  were  not  possible  to  bring  this  crude  into  the 
United  States,  there  would  be  the  problem  of  fitting  it  into  the  markets  now 
supplied  by  exported  crude  and  products.  This  would  necessitate  making  major 
investments  in  foreign  countries  to  manufacture  products  from  foreign  oil,  which 
could  have  the  effect  of  shutting  down  refining  capacity,  both  of  our  own  and 
refiners  from  w'hom  we  purchase  products.  Tliis  would  result  in  an  artificial 
situation  which  would  not  be  economically  sound,  either  for  the  oil  company  or 
for  the  producers  of  the  United  States,  whose  outlets  w^ould  uot  be  increased. 

This  country’s  future  military  security  is  of  prime  importance  whenever  con- 
sideration is  given  to  the  formulation  of  a program  for  the  regulation  of  imports. 
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World  War  II  demonstrated  that  oil  is  perhaps  the  most  important  of  any  com- 
modity for  use  in  a national  emergency.  In  order  to  supply  the  military  and 
civilian  demand  for  petroleum  during  the  war,  total  oil  production  in  the  United 
States  reached  levels  which  amounted  to  approximately  100  percent  of  maximum 

efficient  capacity.  , _i  c i . 

In  World  War  II  we  were  able  to  pick  up  the  tremendous  load  of  militar\ 

requirements,  as  w ell  as  very  large  wartime  civilian  requirements,  because  domes- 
tic crude  oil  production  in  the  prew^ar  years  of  1940  and  1941  amounted  to 
about  80  percent  of  our  maximum  efficient  rate,  a consequence,  we  could 
immediately  produce  about  a million  barrels  a day  of  additional  oil  by  going  to 

100  percent  of  such  capacity.  . . r ^ . 

I know'  of  no  way  to  care  for  the  immediate  petroleum  demands  ot  anoUier  war 
except  to  have  this  portective  cushion  between  production  and  maximum  efficient 
capacity.  We  could  not  expect  any  other  country  to  hold  in  reserve  for  us  the 
equivalent  of  the  present  600,000  barrels  per  day  of  imports.  e,  alone,  must  do 
this.  Furthermore,  no  other  practical  program  has  been  demonstrated  whereby 
the  enormous  added  requirements  of  petroleum  which  would  result  from  war  can 
be  provided  by  synthetic  means  or  as  a result  of  accumulated  storage. 

In  1949  our  rate  of  production  was  close  to  90  percent  of  maximum  efficient 
capacity.  In  the  interests  of  national  security  alone  it  is  my  opinion  that  this 
figure  should  average  no  higher  than  80  to  85  percent,  unless  experience  demon- 
strates that  the  backing  up  of  such  reserves  as  protection  for  the  military  has  the 
effect  of  diminishing  the  ability  of  the  industry  to  maintain  a vigorous  program 

of  exploration  and  development.  , , x f ^ 

Preservation  of  our  domestic  long-range  reserves  is  essential  to  our  lutiire 
military  as  well  as  peacetime  economy.  Since  oil  is  a strategic  raw'  material,  too 
rapid  production  of  this  resource  merely  advances  the  day  w^hen  this  vital  raw 

material  will  be  exhausted.  j c*  + 

Considering  w'orld  land  areas  favorable  to  oil  production,  the  United  btates 
has  only  15  percent  thereof,  whereas  w'e  now  produce  about  60  percent  of  the  oil, 
and  for  many  years  have  produced  50  percent  or  more.  From  the  long-range 
point  of  view,  a healthy  domestic  petroleum  economy  should  encourage  a reason- 
able use  of  foreign  rather  than  excessive  use  of  domestic  reserves.  , .1 

Your  attention  is  invited  to  the  fact  that  imports  of  petroleum,  both  crude  oil 
and  its  products,  are  not  of  recent  origin  but  have  existed  for  a great  many  years. 
For  example,  in  1921  imports  amounted  to  21  percent  of  the  total  petroleum 
supply  including  imports.  Shortly  before  the  w’ar,  in  1938,  they  w^ere  down  to 
4 percent.  Over  a 30-year  period  they  averaged  7 percent,  and  presently;  in  the 
year  1949,  imports  are  estimated  at  about  10  percent  of  our  total  supply. 

It  is  difficult  to  appreciate  the  fears  of  those  w'ho  feel  that  Eastern  Hemisphere 
oil  is  likely  to  flood  the  United  States  within  the  foreseeable  future.  Certain 
factors  limiting  the  economic  feasibility  of  imports  appear  at  first  glance.  Ihe 
most  important  of  these  is  the  cost  of  tran^ortation  to  the  domesric  market. 
Without  mentioning  import  duties,  the  USMC  rate  from  the  Middle  East  to  our 
Atlantic  seaboard  is  $1.70  per  barrel.  Due  to  a temporary  excess  of  tankers, 
current  market  rates  are  sonjew'hat  low'er  but  nevertheless  amount  to  approxi- 
mately $1  10  per  barrel,  w'hich  itself  is  more  than  the  production  cost  of  most 
of  the"  oil  produced  in  the  United  States.  For  this  reason  alone,  w'e  feel  that  the 
present  or  contemplated  volume  of  imports  from  the  Middle  East  will  not  con- 
stitute a major  factor  in  the  situation  of  the  domestic  producers.  Undoubtedly, 
the  tremendous  freight  advantage  will  enable  domestic  producers  to  continue 

profitable  operations  in  spite  of  imports.  . . xu  u x / i ^i-  ^ 

Another  factor  limiting  the  volume  of  imports  is  the  shortage  of  handling  and 
refining  capacity  in  this  country  equipped  to  accommodate  the  high-sulfur,  low- 

octane  content  of  Middle  East  crude  oil.  ^ 

Flooding  this  country  with  oil  has  never  played  any  part  in  our  company  s 
foreign  investment  poliev.  The  rate  of  expansion  of  our  production  and  refining 
facilities  in  foreign  countries  has  been  directly  related  to  mcreases,  both  actual 
and  anticipated,  in  foreign  demand.  Since  the  company  is  the  third  largest 
producer  in  the  United  States  and  its  investment  in  foreign  operations  is  but 
7 percent  of  its  total  assets,  it  is  obvious  that  the  continued  well-being  of  the 
company  is  directly  related  to  the  general  welfare  of  the  domestic  oil  economy. 

Standard’s  principal  market  is  in  the  five  A\estern  States,  which  obtain  sub- 
stantially all  of  their  oil  from  the  State  of  California  California’s  proven  re- 
serves are  such  that  in  future  years  the  State  may  be  unable  to  supply  the  increased 
local  demand.  Our  company  must  of  necessity  formulate  very  long  range  plans 
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based  on  the  probability  that  at  some  time  in  the  future  our  company  may  be 
forced  to  look  beyond  local  sources  of  supply  and  import  crude  oil  from  some 

outside  region.  . 

Our  foreign  investments  in  part  have  been  designed  to  acquire  reserves  for 

future  use  in  event  of  this  contingency. 

Since  petroleum  constitutes  the  principal  wealth  of  most  of  the  nations  from 
which  oil  is  imported  into  the  United  States,  any  material  curtailment  of  such 
imports  would  have  a serious  effect  on  their  economies.  Such  a result  would  be 
very  much  opposite  to  point  4 of  President  Truman’s  program  to  develop  the 
economies  of  various  foreign  nations  and  would  be  a serious  misfortune  to  this 
country’s  foreign  policy  as  it  affects  these  nations.  Furthermore,  the  ability  of 
United'  States  nationals  to  supply  petroleum  to  countries  in  the  Eastern  Hemi- 
sphere is  believed  to  be  a basic  essential  to  the  maintenance  of  the  group  of 
friendlv  nations  which  constitute  the  democratic  bloc. 

Without  this  oil,  which  is  strategically  located  and  in  the  hands  of  American 
nationals,  we  could  not  assure  such  nations  that  in  joining  with  us  they  would 
have  an  assured  and  economical  supply  of  this  vital  commodity  on  w’hich  their 
economic  recovery  depends. 

Our  company  fears  that  quantity  limits  on  imports,  such  as  were  incorporated 
in  the  proposed  Thomas  amendment  to  the  administration’s  reciprocal  trade  pro- 
gram, would  be  a serious  mistake,  especially  since  the  success  or  failure  of  any 
import  policv  is  dependent  upon  the  flexibility  of  the  program  adopted  to  imple- 
ment that  p'olicv.  Such  quantity  limits  would  necessarily  involve  an  allocation 
of  permissible  imports  by  some  Federal  administrative  agency  to  the  various  oil 
companies  who  might  wish  to  import  under  such  a program. 

An  equitable  or  practical  formula  for  allocating  such  imports  is  difflcult  to  con- 
ceive, and  we  believe  it  would  be  virtually  impossible  for  the  Government  to  take 
over  the  complicated  control  of  a free  market  and  administer  it  in  the  public 

*”*Ma^y  years  of  successful  enterprise  and  notable  performance  during  World 
War  II  justify  the  statement  that  the  oil  industry  has  always  been  able,  and  will 
continue  able,  to  resolve  all  difficult  problems  with  which  it  may  be  confronted; 
its  continued  success  in  this  regard  is  dependent  upon  a minimum  of  govern- 
mental regulation  and  control.  , , , . 

Somewhat  aside  from  the  preceding  remarks,  but  nevertheless  rela,ted  thereto, 
is  apprehension  which  some  persons  have  expressed  about  the  possibility  of  oil 
being  dumped  into  the  United  States  by  foreign  interests  who  are  not  particularly 
concerned  with  the  welfare  of  our  domestic  oil  (iconomy  and  who  might  be  spurred 
by  exchange  considerations  to  take  action  which  would  not  otherwise  be  eco- 
nomically sound.  , , f . j.  ,•  i.- 

However,  at  the  present  time  it  is  my  opinion  that  this  fear  is  not  realistic, 

since  foreign  interests  do  not  have  the  facilities  to  produce,  refine,  and  transport 
large  quantities  of  oil  beyond  their  needs  into  the  United  States.  If,  as  a result 
of  EGA  aid  or  otherwise,  foreign  countries  duplicate  facilites  of  American  com- 
panies and  install  excess  capacity  beyond  Eastern  Hemisphere  needs,  this  situation 
might  become  a real  menace  to  the  American  oil  ipdustry.  It  would  be  further 
complicated  if,  through  discriminatory  action  within  their  boundaries  and  bilateral 
agreements  with  other  countries,  foreign  producers  are  able  to  exclude  American 
oil  from  foreign  markets  while  dumping  oil  into  the  United  States. 

If  such  an  eventuality  should  develop,  Government  action  would  be  required  not 
only  to  protect  our  interests  in  the  United  States  but  also  our  reserves  abroad.  It 
is  doubtful,  however,  that  this  situation  will  be  allowed  to  develop;  and,  in  any 
case,  it  cannot  take  place  within  2 or  3 years.  Accordingly,  it  does  not  seem  appro- 
priate or  timely  to  take  action  until  such  time  as  it  does  materialize. 

To  suininarize,  we  agree  with  the  National  l^etroleum  Councils  report  that  the 
domestic  industry  must  be  maintained  in  a healthy  and  vigorous  status.  We 
believe  that  there  is  abundant  evidence  that  this  condition  is  being  niaintained 
under  the  present  import  program.  We  believe  that  this  program  is  supple- 
menting domestic  production  w^hile,  as  stated  above,  not  retarding  development  of 
the  domestic  industry,  and  is  providing  a vitally  needed  cushion  against  a possible 
war.  We  also  believe  that  imports  are  reducing  the  unratable  depletion  of  Ameri- 
ca's long-range  resources  and,  consistent  with  the  above,  are  in  the  national 

interest.  . . , ^ /e  • x i. 

Looking  to  the  future,  we  do  not  anticipate  increases  in  imports  sufficient  to 

adversely  affect  the  industry,  due  to  the  economic  factors  which  control,  as  well  as 
the  primary  interests  of  the  American  producers  of  foreign  oil.  We  do  recognize 
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that  a special  situation  exists  with  respect  to  foreign^wned  oil. 
physical  situation  makes  this  problem  academic  at  this  in  o r p 

does  not  justify  any  action  with  regard  to  imports  of  such  , , TTnitpd 

Question  1.  Are  you  now  engaged  in  the  production  of  oil  outside  the  IJmted 

Stat^:  If  so,  where  are  your  holdings  located;  what  is  the  name  of  your  ope  g 

subsidiary? 

Answer: 


Company 


Richmond  Exploration  Co...---- 

The  Bahrein  Petroleum  Co.,  Ltd.. 

Arabian  American  Oil  Co — 

N.  V.  Nederlandsche  Niew  Gurnee  Petroleum 

Maatachappij. 

California  Standard  Co 


Question  9.  If  you  are  now,  or  have  been,  engaged  in  importing  crude  or  pr  - 
note  when  there  was  an  adequate  supply  in  this  country  from  domestic  production, 

nlease  state  in  detail  the  reasons  for  importation. 

Answer  As  shown  in  the  answers  to  other  questions,  our  company  has  done 
only  a comparatively  minor  amount  of  importing.  However,  we  l^lieve  tlmt 

imports  are  Advantageous  even  during  periods  when  there  is  °‘Aited 
in  this  country,  because  imports  result  in  the  conservation  of  United  btates  re^rves 
and  are  helpful  in  maintaining  American-owned  foreign  sourc^  of  supply. 
tries  such  as  Venezuela  and  Arabia,  whose  entire  economy  is  built  on  the  export 
of  oil  cannot  be  expected  to  maintain  American  concessions  if  the  conce^ionaires 
do  not  maintain  reasonably  constant  markets  for  the  production.  These  countries 

cannot  survive  with  only  sporadic  income  from  their  oil.  ^ . . . u 

Furthermore,  in  order  to  improve  the  position  of  our  country  m both  peace  and 
war  United  States  citizens  have  been  and  should  be  encouraged  to  search  fOT 
foreign  oil  Exploration  for  oil  and  development  of  production  is  a long-term 
propStion  attendant  with  great  hardships  and  risks;  and  while  some  fluctuation 
fn  the  flow  is  possible,  the  oil  cannot  be  turned  on  and  off  like  water  from  a tap. 
Payrolls,  maintenance,  and  taxes  cannot  be  met  if  the  sales  which  supply  the 

""^mSovw  irirthe^  de“£^red  policy  of  the  administration  to  encourage  private 
investments’ in  foreign  countries.  A course  of  action  by  the  Government  w hich 
would  seriously  impair  investments  already  made  would  naturally  tend  to  dis- 

“SSio“3°"l?i  yoTSf "t&t  over-all  Imports  have  effected  recent  cut-backs 
in  production  allowables  and  have  reduced  purchases  of  some  majors  in  certain 

States*^  If  SO  to  what  extent?  If  not,  explain.  ^ 

Answer.  The  petroleum  industry's  troubles  are  simply  wha.t  would  happen  to 

any  industry  when  supplies  exceed  demand.  Imports  have  ^ 

role  in  the  change  in  the  industry  situation  since  last  year,  which  can  be  readily 

^^The^^ak^o/crude'^production  occurred  in  December  1948  when  the 
nroducuAn  of  crude  foAthe  month  was  5,688,000  barrels  per  day.  In  an  effort  to 
King  supply  S demand  into  balance,  production  of  crude  h^  been  cut  since 
then^to  4 668  000  barrels  per  day  (the  average  for  the  week  ending  Ju^  9),  or  a 
+nfoi  oui  nf  1*020  000  barrels  per  dav.  Imports  have  also  declined.  Crude  and 

perdarand  have  since  dropped  to  593,000  barrels  per  day  for  April  (the  latest 

was  being  cut  back,  it  nught  gid 
that  SEorts  were  displacing  crude  to  the  extent  of  the  rise  of  imports,  but  the  fact 
of  the  matter  rt  have  actually  decline  while  crude  production  has 

^OnSwSt ’coast,  imports  are  not  a factor  in  the  supply-demand  situation  and 

are  therefore  of  no  influence  on  declines  in  production  and  purchases 

inn  9^  What  in  vour  opinion,  is  necessary  to  maintain  a healthy  petr^ 
leutSrtion  insot«  ^ n«ioua1.  sccuiity  is  concerned?  Please  elaborate  on  the 
essentials  necessary  to  achieve  this  end. 


Location 


Venezuela 

Bahrein  Island 
Saudi  Arabia.. 
New  Guinea... 

Canada 


Percent 

ownership 


100 

50 

SO 

10 

100 
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Answer.  In  order  to  maintain  a healthy  petroleum  situation  insofar  as  national 
security  is  concerned,  we  should — 

(a)  Take  no  steps  which  would  drive  the  price  of  oil  below  the  point  at  w'hich 
active  exploration  w'ould  be  materially  diminished. 

(b)  Encourage  conservation  by  supporting  existing  State  conservation  laws  and 
the  enactment  of  such  laws  in  States  which  do  not  have  them  and  by  removing  any 
statutory  barriers  which  may  exist  to  preservation  of  oil  in  the  ground  by  agree- 
ment among  producers  in  the  same  field. 

(c)  Encourage  the  development  of  foreign  reserves  in  various  part.s  of  the  wwld. 
In  this  connection  the  argument  is  sometimes  made  that  the  development  of  oil 
in  Arabia  will  benefit  Russia  in  the  event  of  war  with  that  country.  This  argument 
is  fallacious,  since  even  if  Russia  could  take  over  the  production  facilities  un- 
damaged it  could  make  little  use  of  them,  as  it  has  no  means  of  transporting  the 
oil  in  quantity  and  would  require  years  to  develop  such  means. 

(d)  Encourage  the  use  of  foreign  rather  than  domestic  reserves  so  long  as  im- 
ports do  not  reduce  domestic  prices  sufficiently  to  cause  a substantial  reduction  in 
exploration. 

(e)  Keep  Government  regulation  and  control  to  a minimum. 

Question  24.  Are  you  a member  of  the  National  Petroleum  Council? 

Answer.  Mr.  R.  G.  Follis,  the  vice  chairman  of  our  company,  is  a member. 

Question  25.  Do  you  subscribe  to  the  national  oil  policy  set  forth  in  the  report 

of  the  National  Petroleum  Council  for  1949? 

Answer.  We  do  subscribe  to  the  above-mentioned  national  oil  policy. 

Question  26.  Do  you  subscribe  to  the  policy  of  this  council  on  the  subject  of 
imports,  as  set  forth  under  paragraph  IV,  page  19,  of  this  report?  Please  state 
concisely,  but  in  detail,  what  you  believe  this  policy  means  or  should  mean. 

Answer.  Our  interpretation  of  this  policy,  to  w'hich  we  subscribe,  is  that  im- 
ports should  be  encouraged  to  the  extent  necessary  to  supplement,  without 
supplanting,  efficient  production.  It  would  be  against  the  public  interest  to  try 
by  artificial  means  (such  as  limiting  imports)  to  keep  the  price  of  oil  high  enough 
to  make  satisfactory  profits  for  every  producer  no  matter  how  high  his  costs  as 
such  a policy  would  result  in  unreasonably  high  prices  for  oil  products  and  un- 
reasonably high  profits  for  efficient  producers.  On  the  other  hand,  imports  should 
not  supplant  efficient  production  as  the  result  would  be  a decline  in  exploration 
and  a depression  in  the  oil  business,  with  the  consequent  evil  effects  on  national 
security  and  our  entire  economy. 

Question  27.  If  you  concur  in  the  theory  that  “imports  should  be  allowed  to 
supplement  but  not  supplant,”  please  explain  w4iat  you  interpret  this  theoyr  to 
mean. 

Answer.  This  question  was  answered  in  our  answer  to  question  26. 

Question  28.  If  you  believe  that  imports  should  be  allowed  to  supplement  but 
not  supplant  domestic  production  for  “our  economic  needs,”  by  wffiat  means  should 
this  policy  be  implemented  to  insure  effective  operation? 

Answer.  If  any  implementation  of  this  policy  becomes  necessary,  it  should  be 
accomplished  through  proper  tariff  provisions.  In  this  connection,  however,  it 
should  be  recognized  that  American-owned  production  abroad  should  be  given 
everj^  proper  consideration  as  distinguished  from  foreign-owned  production 
abroad  so  as  to  encourage  United  States  citizens  to  develop  foreign  sources  which 
proved  to  be  of  great  value  to  this  country  in  the  last  w^ar  and  will  always  prove 
to  be  of  great  value  to  the  country  in  war  and  in  peace. 

Question  29.  If  your  recommendation  prescribes  a plan  short  of  mandatory 
regulation  and  leaves  fulfillment  in  the  hands  of  the  industry,  do  you  not  think 
that  economic  pressures  would  prelude  effective  adherence  to  the  policy? 

Answer.  No.  On  the  contrary,  we  believe  that  economic  pressures  tend  to 
enhance  effective  adherence  to  the  policy. 

Question  30.  Hearings,  to  date,  by  this  committee  reflect  wide  variances  in 
interpretation  of  the  councirs  policy  on  imports.  Do  you  not  feel  that  the  council 
should  again  be  called  upon  to  clarify  and  to  make  more  specific  the  meaning  of 
its  policy,  as  w'ell  as  suggest  a specific  and  concrete  method  of  implementation? 

Answer.  We  are  inclined  to  doubt  that  any  benefit  would  be  derived  from  a 
further  attempt  to  clarify  the  policy. 

Question  31.  Do  you  or  do  you  not  believe  that,  currently,  imports  are  sup- 
planting, and  are  not  limited  to  supplementing,  domestic  production? 

Answer.  We  do  not  believe  that  imports  are  currently  supplanting  domestic 
production  contrary  to  the  national  oil  policy.  See  the  answer  to  question  13. 

Question  32.  State  whether  or  not  imports  in  excess  of  those  currently  being 
made  would  of  possibility  affect  the  domestic  petroleum  economy  or  have  any 
effect  on  the  national  security,  Pleast  elaborate. 


EFFECTS  OF  OIL  IMPORTS  ON  DOMESTIC  PRODUCERS  73 


Answer.  Imports  in  excess  of  those  currently  being  made  w'ould  of  pc^sibdity 
affect  the  domestic  petroleum  economy  if  the  excess  were  large  enough.  How- 
ever, we  think  any  such  result  is  unlikely.  To  the  extent  that  imports  result  in 
conservation  of  domestic  supplies  without  substantially  reducing  domestic 
exploration,  imports  promote  national  security. 

Sinclair  Oil  Corp. 

(Excerpts  from  reply  to  the  subcommittee  questionnaire  submitted  by  Joseph  P, 
Walsh,  general  counsel  of  Sinclair  Oil  Corp.,  August  9,  1949) 

1.  Are  you  now  engaged  in  the  production  of  oil  outside  the  United  States? 
If  so,  where  are  your  holdings  located;  what  is  the  name  of  your  operating 

subsidiary?  , . ^ • Tr  i 

Answer.  This  corporation  is  the  ow'ner  of  the  majority  of  the  stock  in  V ene^ielan 

Petroleum  Co.,  whose  wholly  owned  subsidiary,  Sinclair  Oil  & Refining  Co.,  a 
Venezuelan  corporation,  is  engaged  in  the  production  of  oil  in  Venezual^ 

4.  If  you  listed  imports  in  your  answer  to  question  2 above,  state  whether  or 
not,  at  the  time  of  import,  there  was  physically  available  from  domestic  production 

either  crude  or  product  of  a comparable  type  and  quality.  , . i, 

Answer.  During  the  period  a sufficient  quantity  was  either  not  physically  avail- 
able or  not  available  upon  acceptable  terms  and  conditions. 

9.  If  you  are  now,  or  have  been,  engaged  in  importing  crude  or  products  when 
there  was  an  adequate  supply  in  this  country  from  domestic  production,  please 
state  in  detail  the  reasons  for' importation.  . -i  r - 

Answer.  Please  refer  to  our  answer  to  question  No.  4.  Ordinarily  foreign 
crude  supplies,  whether  by  production  or  purchase,  can  only  be  had  through 
long-term  commitments  which  preclude  their  intermittent  stoppage  for  whatever 

reason  such  course  might  be  deemed  desirable.  , , . , 

13.  Do  you  feel  that  over-all  imports  have  effected  recent  cut-backs  in  produc- 
tion allowables  and  have  reduced  purchases  of  some  majors  in  certain  States? 

If  so,  to  what  extent;  if  not,  explain.  , ^ , 

Answer.  We  feel  that  imports  may  have  had  some  influence,  but  it  would  be 

difficult  to  gage  the  exact  weight  of  such  influence.  , , , 

23.  What,  in  your  opinion,  is  necessary  to  maintain  a healthy  petroleum  situa- 
tion insofar  as  national  security  is  concerned?  Please  elaborate  on  the  essentials 

necessary  to  achieve  this  end.  _ . • j . ■ 

Answer.  An  actively  functioning,  aggressive,  and  competitive  oil  industry  is 
the  best  way  to  maintain  a healthy  petroleum  situation  as  far  as  national  security 
is  concerned,  as  switnes  the  performance  of  the  industry  in  both  w'orld  wars. 

24.  Are  you  a member  of  the  National  Petroleum  Council?  _ 

Answer/No;  but  Mr.  H.  F.  Sinclair,  chairman  of  the  board  of  Sinclair  Oil 

Corp.,  is  a member.  , . xi.  ^ t .u 

25.  Do  you  subscribe  to  the  national  oil  policy,  set  forth  in  the  report  of  the 

National  Petroleum  Council  for  1949? 

Answer.  In  general;  yes.  ^ r- 

26.  Do  you  subscribe  to  the  policy  of  this  Council  on  the  subject  of  imports,  as 

set  forth  under  paragraph  IV,  page  19,  of  this  report?  Please  state  concisely, 
but  in  detail,  what  vou  believe  this  policy  means  or  should  mean. 

Answer.  Yes;  we' agree  in  principle  with  the  statement  as  we  understand  it. 
In  our  judgment  the  meaning  of  the  language  referred  to  is  reasonably  clear. 

27  If  you  concur  in  the  theory  that  “imports  should  be  allowed  to  supplement 
but  not  supplant,”  please  explain  what  you  interpret  this  theory  to  mean. 

Answer.  We  concur  and  understand  the  quoted  statement  to  mean  that  after 
allowing  for  the  free  play  of  economic  forces  domestic  supplies  of  crude  should  be 
increased  by  imports  to'  the  extent  necessary  to  provide  sufficient  quantities  of 
products  to  meet  the  existing  demand  at  reasonable  price  levels. 

28  If  you  believe  that  imports  should  be  allowed  to  supplement  but  not  sup- 
plant domestic  production  for  “our  economic  needs,”  by  w^hat  means  should  this 

policy  be  implemented  to  insure  effective  operation?  ,,  xt  x-  i -o  * 

Answer.  At  this  time  we  have  nothing  to  add  to  that  which  the  National  Petro- 
leum Council  has  said  on  this  subject.  , . , j . w 

29  If  your  recommendation  prescribes  a plan  short  of  mandatory  regulation 
and  leaves  fulfillment  in  the  hands  of  the  industry,  do  you  not  think  economic 
pressures  would  preclude  effective  adherence  to  the  policy. 

Answer,  See  our  answer  to  question  No.  28.  ...  ... 

30.  Hearings  to  date,  by  this  committee  reflect  wide  variances  in  inten>retation 
of  the  Councir's  policy'  on  imports.  Do  you  not  feel  that  the  Council  should 
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again  be  called  upon  to  clarify  and  to  make  more  specific  the  meaning  of  its 
policy,  as  well  as  suggest  a specific  and  concrete  method  of  implementation? 
Answer,  If  the  indicated  action  be  deemed  desirable,  we  have  no  objection. 

31.  Do  you  or  do  you  not  believe  that,  currently,  imports  are  supplanting,  and 
are  not  limited  to  supplementing,  domestic  production? 

Answer.  No;  not  in  our  case, 

32.  State  whether  or  not  imports  in  excess  of  those  currently  being  made  would 
of  possibility  affect  the  domestic  petroleum  economy  or  have  any  effect  on  the 
national  security.  Please  elaborate. 

Answer.  Any  material  change  in  the  supply  of  oil  from  whatever  source  affects 
the  domestic  petroleum  economy  and  likewise  has  a bearing  on  national  security. 

Socont-Vacuum  Oil  Co.,  Inc. 

(Excerpts  from  reply  to  the  subcommittee  questionnaire  submitted  by  B,  B.  Jen- 
nings, president,  Socony-Vacuum  Oil  Co,,  Inc.,  July  12,  1949) 

Question  1,  Are  you  now  engaged  in  the  production  of  oil  outside  the  United 
States?  If  so,  where  are  your  holdings  located;  what  is  the  name  of  your  operating 
subsidiary? 

Answer.  Yes. 


Location  of  holdings 

Subsidiary  or  affiliated  company 

Socony- 

Vaccum 

partici- 

pation 

Socony-Vacuum  Oil  Co.  of  Colombia 

PerceiU 

100 

100 

100 

Germany 

Venezuela, 

Deutsche  Vacuum  Ocl  Aktiengesellschaft 

Socony-Vacuum  Oil  Co.  of  Venezuela 

Parent  company 

* 

Footnote. — Socony-Vacuum  owns  50  percent  of  the  stock  of  the  Near  East  Development  Corp.  which,  in 
turn,  owns  23%  percent  of  the  stock  of  Iraq  Petroleum  Co.,  Ltd.,  which  gives  Socony-Vacuum  a 1174-percent 
interest  in  Iraq  Petroleum  Co.,  Ltd.,  and  its  associated  compam'es  which  operate  in  Iraq,  Syria,  Qatar, 
Trucial  coast,  Oman,  Dhofar,  Cyprus,  Palestine,  and  Transjord:in,  ...  , 

Socony-Vacuum  owns  10  percent  of  the  stock  of  Arabian  American  Oil  Co.,  which  has  substantial  produc- 
tion in  Saudi  Arabia.  ^ 

Socony-Vacuum  owns  50  percent  of  Colombian  Petroleum  Co.,  and  Compania  Petrolera  del  Darien,  both 
of  which  operate  in  Colombia,  and  50  percent  of  Rohoel-Gewinnungs  Aktiengesellschaft,  which  operates  in 
^^ustria 

Socony-Vacuum  has  50  percent  of  the  stock  of  Standard-Vacuum  Oil  Co.,  which  through  its  subsidiaries 
Is  a crude  producer  in  the  Far  East  and  Australasia.  . ^ / • 

Directly  and  through  subsidiaries,  Socony-Vacuum  is  engaging  in  exploration  in  Canada  and  other  foreign 

All  of  the  companies  mentioned  in  this  footnote  are  completely  autonomous,  over  whose  policies  and 
operations  Socony-Vacuum  has  neither  direct  nor  indirect  control. 


Question  4.  If  you  listed  imports  in  your  answer  to  question  2 above,  state 
whether  or  not,  at  Uie  time  of  import,  there  was  physically  available  from  domestic 
production  either  crude  or  product  of  a comparable  type  and  quality. 

Answer.  During  1947  and  continuing  through  most  of  1948,  domestic  sources  of 
supply  were  insufficient  to  meet  our  requirements.  The  Government  encouraged 
increases  in  both  domestic  and  foreign  production,  encouraged  imports  of  oil  and 
discouraged,  through  export  controls,  petroleum  exports.  In  order  to  supply  our 
customers,  including  the  Government,  with  the  jietroleum  products  they  wanted, 
and  in  response  to  the  requests  of  our  Government  every  effort  was  made  to  in- 
crease the  supply  available,  both  from  domestic  and  foreign  sources.  In  some 
cases,  term  contracts  for  foreign  crude  had  to  be  made.  The  results  of  these 
arrangements  were  reflected  in  the  increased  imports  of  1948. 

As  a result  of  the  expanded  activity  on  the  part  of  the  domestic  industry,  pro- 
duction increased  at  a rate  faster  than  demand,  so  that  commencing  with  1949, 
additional  crude  from  domestic  production  was  a’  ailahie  and,  currently,  domestic 
supply  can  respond  to  this  demand  with  perhaps  a narrow  margin  of  surplus  if 
existing  fields  are  produced  to  capacity.  It  has,  of  course,  been  necessary  to  fit 
into  the  changed  situation  the  contract  commitments  and  other  arrangements 
made  during  this  period  of  short  supply. 

Question  9.  If  you  are  now,  or  have  been,  engaged  in  importing  crude  or 
products  when  there  was  an  adequate  supply  in  this  country  from  domestic 
production,  please  state  in  detail  the  reasons  for  importation. 
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Answer.  In  our  response  to  question  4 we  explained  the  efforts  . 

increase  our  supply  of  foreign  crude  during  the  period  of  .s^*^**^  suppl  , . , 

country.  In  answering  question  6 we  expressed  our  opinion  that  t e 
States  wmuld  likely  continue  as  a potential  market  for  a certam  fipiHs 

crude  oil.  The  investments  and  contracts  made  by  us  m these  , 

pursuant  to  the  long-term  supply  program  which  we  ^nd^ 

the  protection  of  our  customers'  requirements.  In  our 

ings  also  contribute  substantially  to  our  national  w^elfare  for  reasons  J'. 

deSribed  in  answers  to  other  questions.  Upon  reflection  it  “gPjnJ 

that  oil  from  foreign  areas  for  use  in  the  United  States  cannot  be  turne 
ofif  at  will  and  therefore  such  undertakings  cannot  be  abruptly  changea. 

Question  13-  Do  you  feel  that  over-all  imports  have  effected  recent  cut-backs 
in  production  allowables  and  have  reduced  purchases  of  some  majors  in  certain 

States?  If  so,  to  what  extent;  if  not,  explain.  the 

Answer.  To  a minor  extent,  if  any.  Our  answer  to  question  31  develops  the 

reasons  for  this  view.  _ . . v,«QitViv 

Question  23.  What,  in  your  opinion,  is  necessary  to  mamtam  ^ healthy  p 

leum  situation  insofar  as  national  security  is  concerned?  Please  elaborate  on  the 

essentials  necessary  to  achieve  this  end.  . . ^ ^ T^Qramnunt 

Answer.  While  the  health  of  the  domestic  industry  inay  of  paramount 

importance,  such  health  should  be  maintained  consistently 
naSonal  security.  There  can  be  no  real  assurance  of  continued 
if  we  depend  solely  and  exclusively  on  domestic  oil  production.  In  time  of  war 
we  must  have  other  sources  of  oil  strategically  located  and  in  friend  y hands 
We  also  refer  the  committee  to  the  aims  and  the  fundament^  principles  of  t e 
N^^tional  on  Policy  the  United  States  of  the  National  Petroleum  Council 

^^“The^mLntenance  of  a vigorous  oil  industry  in  time  of  peace  is  the  best  way 

to  insure  the  reserves  and  facilities  needed  in  time  of  war  (.p. 

“The  national  security  and  welfare  require  a healthy  domestic  oil  industrjj 

* * Encouraging  American  nationals  in  the  development  of  both 

domestic  and  foreign  oil  resources”  (p.  2).  i,  u i 

“No  Government  actions  specifically  affecting  the  oil  industry  should  be  taken 

without  proper  regard  for  the  long-term  effect  .*  • , , , __i„ 

* measures  directed  at  a single,  passing  phase  of  a cycle  are  not  only 

unnecessarv  but  can  be  destructive  of  sound  long-range  policy.  „ 

<1*  * * As  long  as  a free  market  prevails,  price  functions  effectively  as  a 

regulator  of  supply  and  demand  and  as  an  allocator  of  supply  to  the  channels 

*^^Qif^Uon  24  Are* you  a member  of  the  National  Petroleum  Council? 

Answer.  No.  However,  Mr.  B.  Brewster  Jennmgs,  president  of  Socony- 
Vacuum  Oil  Co.,  Inc.,  is  a member  of  the  National  Petroleum  Council. 

Question  25.  Do  you  subscribe  to  the  national  oil  policy  set  forth  m the  repor 

of  the  National  Petroleum  Council  for  1949? 

Question  26.  Do  you  subscribe  to  the  policy  of  this  council 
imports,  as  set  forth  under  paragraph  IV,  page  19,  of  this  report?  state 

concisely,  but  in  detail,  what  you  believe  this  policy  means  or  should  mean. 

Answ0r  \Yg  do.  The  policy  stflitcs  ^ 

“Due  consideration  should  be  given  to  the  development  of  foreign  oil  resem 
but  the  paramount  objective  should  be  to  niamtam  conditions  best  suited  to  a 
healthy  domestic  industry  which  is  essential  to  national  security  and  welfare 

At  the  same  time  it  also  calls  for  “conditions  most  likely  to  assure  adequate 

siiDDlies  of  petroleum  in  both  peace  and  war  (p.  2). 

u?  * ♦ Encouragement  of  private  exploration  efforts  at  home  and  abroad, 

so  that  ample  sources  of  oil  will  be  under  development  at  all  times  for  peace  or 

enmrge^y^ne  ai  Council’s  recommended  policy  on  imports  follovvs; 

“The  Nation’s  economic  welfare  and  security  require  a policy  on  petroleum 
imports  which  will  encourage  exploration  and  development  efforts  m the  domestic 
industry  and  which  will  make  available  a maximum  supply  of  domestic  oil  to  meet 

^^“The'^avLlabil^^^of"  from  domestic  fields  produced  under  sound 

conservaSon  practices,  together  with  other  pertinent  factors,  provides  the  means 
for  determining  if  imports  are  necessary  and  the  extent  to  which  imports  are 
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desirable  to  supplement  our  oil  supplies  on  a basis  which  will  be  sound  in  terms 
of  the  national  economy  and  in  terms  of  conservation. 

**The  implementation  of  an  import  policy,  therefore,  should  be  flexible  so  that 
adjustments  may  readily  be  made  from  time  to  time. 

“Imports  in  excess  of  our  economic  needs,  after  taking  into  account  domestic 
production  in  conformance  with  good  conservation  practices  and  within  the  limits 
of  maximum  efficient  rates  of  production,  will  retard  domestic  exploration  and 
development  of  new  oil  fields  and  the  technological  progress  in  all  branches  of 
the  industry  which  is  essential  to  l^he  Nation’s  economic  welfare  and  security” 
(p.  19). 

In  our  view'  the  words  “other  pertinent  factors”  which  appear  in  the  second 
paragraph  of  the  statement  on  “imports”  include  such  factors  as — 

(а)  National  security  in  its  broadest  aspects. 

(б)  The  probable  extent  of  our  ultimate  domestic  resources. 

(c)  The  rate  at  w'hich  we  are  consuming  our  resources  as  compared  to  such  rate 
of  consumption  in  other  producing  countries. 

(d)  The  price  level  for  petroleum  products,  having  in  mind  that  fuel  at  a reason- 
able price  is  perhaps  the  most  important  single  factor  in  an  industrial  nation. 
Supply  and  demand  are  never  in  perfect  equilibrium,  nor  are  they  ever  static. 
Each  is  continually  shifting.  Our  economy  passes  through  one  cycle  to  another. 
Consider  the  following  statement  in  the  report  of  the  National  Petroleum  Council, 
page  5: 

“Mainly  because  of  restrictions  brought  about  by  the  war,  temporary  difficulties 
developed  in  supplying  the  sharply  increased  postwar  demand.  Some,  in  both 
public  and  governmental  circles,  gained  the  false  impression  that  this  country  was 
faced  with  a permanent  oil  shortage  requiring  special  measures. 

“Situations  of  this  kind  invite  the  consideration  of  dangerous  expedients.  Such 
measures  directed  at  a single,  passing  phase  of  a cycle  are  not  only  unnecessary 
but  can  be  destructive  of  sound  long-range  policy.” 

^While  we  have  now'  entered  a new  cycle,  this  only  serves  to  emphasize  that  the 
“implementation  of  an  import  policy  * * * should  be  flexible  so  that  adjust- 

ments may  readily  be  made  from  time  to  time.” 

Question  27.  If  you  concur  in  the  theory  that  “imports  should  be  allow'ed  to 
supplement  but  not  supplant,”  please  explain  what  you  interpret  this  theory  to 
mean. 

Answer.  The  phrase  “supplement  but  not  supplant”  is  not  contained  in  the 
national  oil  policy  of  the  National  Petroleum  C’ouncil.  According  to  the  diction- 
ary, the  words  “supplement”  and  “supplant”  have  several  different  meanings. 
It  is  our  view  that  the  national  oil  policy  contemplates  that  there  should  be  some 
imports.  Further,  we  believe  that  imports  should  be  not  in  such  volume  as  to 
displace  domestic  oil  beyond  a reasonable  point.  We  are  not  prepared  to  state 
what  should  constitute  a ' reasonable  point,”  except  that  w'e  do  not  view  the 
present  situation  as  one  w'hich  has  gone  beyond  such  point.  Certainly  imports 
should  be  permitted  in  order  to  make  up  any  deficiency  betw'een  what  is  avail- 
able in  the  United  States  on  reasonable  terms  and  what  is  needed  for  the  domestic 
and  export  market  in  order  to  afford  reasonable  prices  to  consumers  and  to  main- 
tain a healthy  industry.  In  this  connection  it  must  be  kept  in  mind  that  a healthy 
industry  consists  of  more  than  crude  production  and  includes,  in  addition  to  crude 
producibility,  dynamic,  up-to-date  refinery  capacity  and  a strong  distribution 
system. 

Question  28.  If  you  believe  that  imports  should  be  allow'ed  to  supplement  but 
not  supplant  domestic  production  for  “our  economic  needs,”  by  w'hat  means 
should  this  policy  be  implemented  to  insure  effective  operation? 

Answ'er.  We  subscribe  to  the  theory  that  Government  controls  should  be  in- 
voked only  w'hen  they  are  dictated  by  utmost  necessity.  An  endeavor  to  adjust 
by  Government  control  conditions  w'hich  are  subject  to  constant  change  may 
create  a rigidity  which  will  be  a serious,  if  not  fatal,  obstacle  at  a later  time.  This 
is  particularly  true  in  the  case  of  an  industry  which  is  as  dynamic  and  subject  to 
constant  change  and  shift  as  is  the  oil  industry.  We  are  convinced  that  at  least 
for  the  present  and  the  foreseeable  future  economic  factors  preclude  any  likeli- 
hood of  flooding  the  United  States  market  with  foreign  oil. 

Question  29.  If  your  recommendation  prescribes  a plan  short  of  mandatory 
regulation  and  leaves  fulfillment  in  the  hands  of  the  industry,  do  you  not  think 
that  economic  pressures  w'ould  preclude  effective  adherence  to  the  policy? 

Answ'er.  No.  We  believe  that  there  is  every  likelihood  that  economic  pressures 
w'ill  operate  to  prevent  foreign  imports  from  flooding  the  United  States  or  from 
entering  the  United  States  in  sufficient  volume  to  operate  to  the  serious  detriment 
of  the  domestic  industry. 
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No  industry  can  expect,  nor  should  it  hope,  to  operate  continually  at  peak 
capacity.  Continuous  operation  at  peak  capacity  imposes  serious  stress  ana 
strain.  If  all  domestic  production  is  to  be  put  to  immediate  use,  how  can  a sate 
margin  of  proven  but  unused  reserves  be  maintained  in  the  interests  or  national 
security?  Supplemental  imports  can  relieve  stress  and  strain  and  assure  adequate 

reserve  supplies.  xi.  x u + 

It  should  also  be  emphasized  that  foreign  oil  is  not  a stream  that  can  be  turnea 

on  and  off  by  tap  at  a moment's  notice.  All  producers  must  operate  on  a lorw  ard 
planning  basis.  It  is  unrealistic  to  contemplate  the  supplenienting  of  domestic 
oil  by  sporadic  spot-cargo  purchases.  We  assume  that  in  the  interests  of  national 
security,  if  for  no  other  reason,  foreign  oil  production  by  American  nationals  must 
be  encouraged.  If,  solely  in  the  interests  of  passing  exf^diency  and  in  a temporary 
cycle  of  adjustment  of  the  supply-and-deniand  position,  foreign  oil  is  suddenly 
and  arbitrarily  cut  off  from  a traditional  market,  foreign  oil  production  may  not 
be  available  at  a later  date  when  it  is  desperately  needed. 

Question  30.  Hearings,  to  date,  by  this  committee  reflect  wide  variances  in 
interpretation  of  the  council's  policy  on  imports.  Do  you  not  feel  that  the  council 
should  again  be  called  upon  to  clarify  and  to  make  more  specific  the  meaning  of  its 
policy,  as  well  as  suggest  a specific  and  concrete  method  of  implementation . 

Answer.  We  feel  that  the  council's  statement  of  policy  on  imports  is  as  clear  as  a 
statement  of  general  policy  can  be.  We  doubt  that  any  more  detailed  statement 
would  receive  the  support  of  all  segments  of  the  industry. 

Question  31.  Do  you  or  do  you  not  believe  that,  currently,  imports  are  sup- 
planting, and  are  not  limited  to  supplementing,  domestic  production? 

Answer.  We  do  not  believe  that,  currently,  imports  are  supplanting  domestic 
production  in  any  significant  degree.  The  present  net  balance  of  imports  is  small 
in  relation  to  the  volume  of  our  domestic  production.  The  net  imports  are  only 
200  000  barrels  per  day  or  so,  if  one  accepts  the  classification  used  by  statisticiaiis. 
On  the  other  hand,  if  bunkers  taken  on  at  domestic  ports  for  consumption  on  ^e 
high  seas  and  oversea  military  uses  are  considered  as  exports,  as  they  should  be, 

then  total  exports  exceed  total  imports.  x-n  ii 

It  is  probable  that,  if  no  oil  were  to  be  imported  as  of  this  instant,  Practically  all 
of  the  550,000-odd  barrels  a day  moving  out  of  the  United  States  would  initially  be 
supplied  from  domestic  crude  oil.  It  is  improbable,  however,  that  this  would 
continue  for  any  great  length  of  time,  but  rather  that  these  offshore  demands 
would  soon  be  supplied  from  foreign  sources.  The  net  effect  on  the  domestic 
oil  economy  would  at  best  be  slight,  and,  to  the  extent  that  such  transactions 

were  eliminated,  harmful  rather  than  beneficial.  • r 

In  the  whole  problem  of  petroleum  imports  and  import  policy,  balance  is  ot 
primary  importance.  The  National  Petroleum  Council,  in  attempting  to  form^ 
late  a policy  on  imports,  took  the  position  that  implementation  of  an  import 
policy  should  be  flexible  so  that  adjustment  may  readily  be  made  from  tune  to 
time  If  imports  were  to  be  arbitrarily  limited,  they  could  not  perform  their 
balancing  function  in  supplementing  our  domestic  supplies.  One  of  the  pre- 
requisites of  a balance  wheel  is  that  its  action  should  not  be  abrupt.  Abrupt 
action  would  invite  abrupt  counteraction,  accentuating  fluctuations  in  activity 
and  price.  The  flow  of  imports  should  be  such  that  they  will  supplement  domestic 
supplies  in  the  most  healthy  manner  from  the  long-term  viewpoint. 

Question  32.  State  whether  or  not  imports  in  excess  of  those  currently  being 
made  would  of  possibility  affect  the  domestic  petroleum  economy  or  have  any 
effect  on  the  national  security.  Please  elaborate. 

Answer  The  effect,  if  any,  would  depend  upon  the  volume  of  imports  and  so 
many  other  variables  that  it  seems  to  us  no  useful  purpose  is  served  in  speculation 
as  to  possible  effect. 

Standard  Oil  Co.  (Indiana) 

(Excerpts  from  reply  to  the  subcommittee  questionnaire  submitted  by  Robert  E. 

Wilson,  chairman  of  the  board  of  the  Standard  Oil  Co.  (Indiana),  July  13,  1949) 

1 Question.  Are  you  now  engaged  in  the  production  of  oil  outside  the  United 
States?  If  so,  where  are  your  holdings  located;  what  is  the  name  of  your  operating 

^^^nswer  ^ We  are  not  at  present  engaged  in  the  production  of  oil  outside  the 
United  States.  We  are  engaged,  through  a subsidiary,  in  exploration  activities  m 
Canada.  The  name  of  our  operating  subsidiary  is  Stanolind  Oil  & Gas  Co. 

4 Question  If  you  listed  imports  in  your  answer  to  question  2 above,  state 
whether  or  not,  at  the  time  of  import,  there  was  physically  available  from  do- 
mestic production  either  crude  or  product  of  a comparable  type  and  quality. 
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Answer,  Not  at  the  time  when  our  vario\is  arrangements  were  made.  To  ex- 
plain our  situation  briefly,  prior  to  1932  our  subsidiary,  Mexican  Petroleum  Corp,, 
and  affiliated  companies  were  large  producers  of  heavy  Mexican  and  Venezuelan 
crude  oil,  and  they  built  up  large  fuel  oil  and  asjihalt  markets  in  the  United  States 
to  handle  the  products  of  these  crudes.  In  1932,  due  largely  to  the  imposition  of 
import  duties  on  crude  and  products,  our  foreign  properties  were  sold,  but  our 
domestic  markets  were  retained.  In  order  to  protect  our  many  domestic  custom- 
ers for  bunker  C fuel  oil  our  subsidiaries  have  had  a continuing  arrangement  with 
the  purchaser  of  these  foreign  properties  to  supply  the  bulk  of  our  fuel  oil  needs 
which  could  not  be  met  from  other  sources,  including  the  domestic  refineries  which 
we  have  gradually  built  up.  The  question  of  whether  or  not  these  supplies  came 
from  domestic  or  foreign  sources  has  been  dependent  upon  our  suppliers'  election 
over  the  years,  and  during  most  of  this  periofl  we  could  not  have  supplied  our 
domestic  customers  had  foreign  sources  not  been  available. 

In  this  connection  it  might  be  noted  that  API  and  United  States  Bureau  of 
Mines  reports  show  the  residual  fuel  stocks  in  districts  1 and  3 have  decreased  over 

7.800.000  barrels  during  the  first  6 months  of  1919,  in  spire  of  imports  estimated  at 
approximately  30,000,000  barrels  during  this  period.  It  is  obvious  that  under 
these  conditions  importations  of  residual  fuel  oil  are  supplementing  and  not  sup- 
planting domestic  supplies. 

As  the  result  of  the  above-mentioned  historical  background  our  east  coast 
asphalt  refineries  were  designed  and  built  many  years  ago  to  operate  on  heavy 
Mexican  or  Venezuelan  asphaltic  crudes,  and  we  are  not  able  to  operate  them 
and  make  the  needed  quantities  and  kinds  of  asphalts  for  our  domestic  trade 
from  any  domestic  crude  with  which  we  are  acquainted,  though  relatively  small 
amounts  of  such  crudes  have  been  processed,  and  the  products  blended  off  during 
this  period. 

9.  Question.  If  you  are  now,  or  have  been,  engaged  in  importing  crude  or 
products  when  there  was  an  adequate  supply  in  this  country  from  domestic  pro- 
duction, please  state  in  detail  the  reasons  for  importation. 

Answer.  This  is  covered  in  our  answer  to  question  4. 

13.  Question.  Do  you  feel  that  over-all  imports  have  effected  recent  cut-backs 
in  production  allow'ables  and  have  reduced  purchases  of  some  majors  in  certain 
States?  If  so,  to  what  extent;  if  not,  explain. 

Answer.  The  slackening-off  of  demand  in  the  latter  part  of  1948  and  continuing 
in  1949  has  created  a situation  where  imports  are  now  substantially  reducing  the 
required  level  of  domestic  production.  Over-all  imports  during  the  first  half  of 
1949  have  been  approximately  580,000  barrels  per  day,  or  100,000  barrels  per  day 
greater  than  the  first  half  of  1948,  and,  in  June,  are  estimated  to  still  be  approxi- 
mately 100,000  barrels  per  day  greater  than  in  June  1948.  In  order  to  prevent 
above-ground  w’aste,  domestic  production  has  been  cut  more  than  600,000  and 

700.000  barrels  per  day  compared  with  June  and  July  1948,  respectively.  Some  of 
this  shutting-in  of  production  is  certainly  desirable  to  build  up  a surplus  productive 
capacity.  Surplus  productive  capacity  should  be  developed  during  peacetime, 
which,  together  with  petroleum  supplies  made  available  by  curtailment  of  civilian 
demand  at  the  beginning  of  any  national  emergency,  would  meet  the  military 
requirements  for  the  early  phases  of  the  emergency.  However,  in  order  to  bring 
about  an  orderly  build-up  of  this  surplus  capacity  and  recognize  the  necessity  of 
primary  reliance  on  our  domestic  producers  to  supply  both  the  peacetime  and 
wartime  requirements,  imports  should  have  been  decreased,  instead  of  increased, 
by  100,000  barrels  per  day. 

23.  Question.  What,  in  your  opinion,  is  necessary  to  maintain  a healthy  petro- 
leum situation  insofar  as  national  security  is  concerned?  Please  elaborate  on  the 

essentials  necessary  to  achieve  this  end.  . . . . 

Answer.  In  our  opinion  to  maintain  a healthy  petroleum  situation,  insofar  as 
national  security  is  concerned,  it  is  necessary  that,  during  peacetime,  conditions 
be  encouraged  which  promote  the  profitable  development  of  domestic  petroleum 
supplies  by  private  industry.  The  development  by  private  industry  of  both 
public  and  private  lands  and  offshore  areas  under  our  competitive  system  assures 
the  attainment  of  this  objective  through  the  technological  advance,  elimination 
of  waste,  and  by  the  peculiarly  American  ingenuity  and  know-how  of  the  American 
petroleum  industry  consisting  of  many  large  and  small  enterprises  and  operators. 

24.  Question.  Are  you  a member  of  the  National  Petroleum  Council? 

Answer.  Y^es. 

25.  Question.  Do  you  subscribe  to  the  national  oil  policy,  set  forth  in  the  report 
of  the  National  Petroleum  Council  for  1949? 

Answer.  Yes, 
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26.  Question.  Do  you  subscribe  to  the  policy  of  this  Council  on  the  subject  of 
imports,  as  set  forth  under  paragraph  IV,  page  19,  of  this  report?  Please  state 
concisely,  but  in  detail,  what  you  believe  this  policy  means  or  should  mean. 

Answer.  We  believe  that  the  statement  of  policy  of  the  Council  on  the  subject 
of  imports  is  about  as  definite  as  any  broad  statement  of  long-range  policy  snouia 
be.  Possibly  it  can  be  clarified  by  saying  that  we  do  not  believe  it  rneans  that 
imports  must  be  cut  off  sharply  whenever  domestic  demand  drops  below  the 
ability  of  our  own  producers  to  supply  it  completely,  nor  that  imports  shoum 
increase  substantially  at  a time  when  domestic  production  would  have  to  m 
sharply  curtailed  to  achieve  a balance.  A reasonable  level  of  imports  J^hst  be 
maintained  in  order  to  establish  the  necessary  channels  of  trade,  subject  to 
reasonable  expansion  or  contraction  as  our  needs  require,  but  they  should  not 
be  in  such  amount  as  to  discourage  the  search  for  alnd  development  of  our  own 
crude  reserves.  However,  a moderate  curtailment  of  domestic  crude  Reduction 
below  the  maximum  efficient  rate  is  a healthy  protection  against  possible  war  or 
other  emergencies  and  should  not  be  viewed  with  alarm  unless  it  goes  to  a point 
wliich  seriously  jeopardizes  a fair  return  on  the  capital  invested  and  risks  taken 
by  the  many  large  and  small  operators  and  investors  w^hose  support  is  necessary 
for  the  continuance  of  the  essential  exploratory  and  developmental  activities  of 

our  domestic  industry.  , . i.  u l +« 

27.  Question.  If  you  concur  in  the  theory  that  “imports  should  be  allowed  to 

supplement  but  not  supplant,”  please  explain  what  you  interpret  this  theory 

Answer.  We  concur  in  the  theory  that  "imports  should  be  allowed  to  supple- 
ment but  not  supplant”  our  domestic  petroleum  supplies.  \\e  understand  this 
to  mean  that  our  domestic  requirements  should  be  satisfied  primarily  by  do- 
mestic production.  However,  a certain  amount  of  imports,  because  of  quality 
or  for  other  reasons,  has  obtained  what  might  be  considered  a proper  place  in 
this  country's  petroleum  economy.  It  is  difficult  to  say  exactly  what  amount 
this  mav  be,  and  it  will  change  from  year  to  year.  Some  normal  trade  channels 
for  imports  must  be  maintained.  Imports  have  in  the  past  served  from  time  to 
time  both  in  the  First  World  War  and  in  the  last,  a very  important  function  in 
supplementing  our  domestic  supplies  and  meeting  our  total  requirements. 

28  Question  If  you  believe  that  imports  should  be  allowed  to  supplement  but 

not  supplant  domestic  production  for  "our  economic  needs,”  by  what  means 
should  this  policy  be  implemented  to  insure  effective  operation?  . 

Answer.  We  do  not  consider  it  desirable  to  attempt  to  handle  such  a complica^d 
and  constantly  shifting  problem  by  specific  legislation,  designed  to  restrict  im- 
ports to  a fixed  level,  or  to  put  them  on  a quota  basis.  The  equitable  allocation 
bv  anv  agency  of  quotas  as  between  different  importers  would  be  quite  imprac- 
ticable We  believe  that  statesmanlike  action  by  the  importing  companies  under 
the  pressure  of  public  opinion  is  the  most  promising  method  of  providing  a sound 
and  flexible  solution  of  this  difficult  problem.  To  make  this  solution  effective 
the  importing  companies  must  recognize  their  triple  responsibility  of  protecting 
the  national  security,  sustaining  a sound  and  vigorous  domestic  industry,  and 

providing  for  the  needs  of  the  public.  , i.  . . j 

29  Question.  If  vour  recommendation  prescribes  a plan  short  of  mandatory 
regulation  and  leaves  fulfillment  in  the  hands  of  the  industry,  do  you  not  think 
that  economic  pressures  would  preclude  effective  adherence  to  the  policy/ 

Answer.  Covered  in  answer  to  question  28.  ^ ^ , 

30.  Question.  Hearings,  to  date,  by  this  committee  reflect  wide  variances  in 
interpretation  of  the  council’s  policy  on  imports.  Do  you  not  feel  that  the 
council  should  again  be  called  upon  to  clarify  and  to  make  more  specific  the 
meaning  of  its  policy,  as  well  as  suggests  a specific  and  concrete  method  of 

^™An^er!^^e*  believe  the  council  should  be  asked  to  clarify  its  statement  of 

^ 31*  Question  Do  you  or  do  you  not  believe  that,  currently,  imports  are 
supplanting,  and  are  not  limited  to  supplementing,  domestic  production? 

Answer  We  believe  that  imports  are  at  the  present  time  in  part  supplanting 
domestic  production.  We  believe,  however,  that  this  can  be  worked  out  by  the 
industry  It  must  be  remembered  that  the  industry  w^as,  from  a public  necessity, 
working  on  an  all-out  basis  for  several  postwar  years  to  catch  up  with  a rapicfiy 
expanding  domestic  demand  and  the  situation  has  changed  so  rapidly  that  sufii- 
cient  time  has  not  elapsed  to  properly  get  the  true  perspective  and  to  slow  down 
the  wheels  which  were  so  diligently  set  into  motion  by  the  industry  s desire  to 

satisfy  the  public  demand. 
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32.  Question.  State  whether  or  not  imports  in  excess  of  those  currently  being 
made  would  of  possibility  affect  the  domestic  ])etroleum  economy  or  have  any 
effect  on  the  national  security.  Please  elaborate. 

Answer.  Imports  in  excess  of  those  currently  being  made  would  further  depress 
the  domestic  petroleum  economy,  by  slowing  down  needed  exploratory  and  de- 
velopment drilling  activities.  This  would  have  the  effect  of  decelerating  the 
building  up  of  an  adequate  surplus  productive  capacity  necessary  for  national 
security  purposes. 

Standard  Oil  Co.  (New  Jersey) 

(Excerpts  from  testimony  of  Eugene  Holman,  president  of  Standard  Oil  Co. 

(New  Jersey)  in  Washington,  D.  C.,  on  June  9,  1949) 

Jersey  Standard  subscribes  to  the  National  Petroleum  Council’s  oil  policy. 
Included  in  this  policy  are  sections  dealing  with  imports  and  with  foreign  opera- 
tions of  American  companies.  We  subscribe  to  those  sections  of  the  policy 
report  as  well  as  to  the  others. 

We  believe  it  would  be  unsound  and  foolhardy  to  attempt  to  flood  this  country 
with  oil  imports — even  if  such  a procedure  were  physically  and  financially  possible. 
The  United  States  is  the  world’s  largest  oil-producing  country.  It  would  be  as 
impractical  to  contemplate  flooding  this  country  with  foreign  oil  as  it  would  to 
import  large  quantities  into  other  great  producing  areas  such  as  Venezuela  and 
the  Middle  East. 

Jersey  Standard  doesn’t  want  to  see  oil  imports  impair  the  domestic  industry, 
for  many  reasons.  One  of  them  is  that  we  have  large  investments  in  the  domestic 
industry  which,  quite  naturally,  we  hope  will  retain  their  value  and  yield  an 
income.'  We  do  not  think  it  would  be  sound  business  to  spend  huge  sums  in 
foreign  areas  merely  to  duplicate  and  replace  facilities  we  already  have  available 
here. 

The  import  section  of  the  National  Petroleum  Council’s  oil  policy  report  is  a 
statement  of  principle  formulated  with  a view  to  changing  situations,  both  short 
term  and  long  term.  It  endorses  an  import  policy  which  will  encourage  explora- 
tion and  development  efforts  in  the  domestic  industry.  Certainly  that  principle 
has  been  and  is  being  fulfilled.  Exploration  and  development  of  domestic  oil  is 
about  the  most  active  industry  in  the  country.  All  records  for  number  of  wells, 
feet  of  holes  drilled,  steel  used,  rigs  in  operation,  and  any  other  measures  of 
activity  have  been  broken.  The  amount  of  oil  proved  up  last  year  was  almost 
double  the  amount  produced.  Statistics  for  the  first  4 months  of  this  year  show 
higher  activity  than  during  the  same  period  last  year.  It  is  only  in  recent  weeks 
that  the  number  of  rigs  in  operation  have  been  below  record  levels. 

Another  principle  in  the  import  policy  is  imports  are  desirable  to  supplement 
our  oil  supplies  on  a basis  which  will  be  sound  in  terms  of  the  national  economy. 
We  think  that  when  imports  are  less  than  the  amount  of  oil  moved  out  of  the 
country,  as  is  the  case  at  present,  they  haven’t  reached  the  point  of  supplementing 
our  oil  supplies  in  the  national  economy  and  are,  therefore,  well  within  this 
definition  of  the  policy. 

In  1948  total  imports  of  crude  oil  and  petroleum  products  into  the  United 
States  averaged  513,000  barrels  daily.  Total  oil  movements  out  of  the  country 
during  the  same  period  were  in  excess  of  635,000  barrels  daily.  On  balance, 
therefore,  and  taking  the  year  as  a whole,  imports  did  not  replace  domestic  con- 
sumption; quite  the  opposite.  While  total  imports  rose  temporarily  to  a peak 
of  645,000  barrels  daily  in  December,  they  have  fallen  about  20  percent  and,  as 
of  today,  imports  are  no  higher  than  the  amount  of  oil  being  moved  out  of  the 
country. 

Last  year  4.9  percent  of  domestic  production  went  into  inventories.  That 
was  an  average  of  291,000  barrels  daily  or  106,000,000  barrels  for  the  year.  In 
addition,  domestic  production  supplies  about  122,000  barrels  daily  of  foreign 
consumption.  In  other  words,  domestic  production  in  1948  exceeded  domestic 

consumption  by  7 percent.  . 

Oil  producers  probably  didn’t  realize  last  year  that  their  oil  was  not  all  being 
sold  to  final  consumers,  but  that  4.9  percent  of  it  was  going  into  the  rebuilding 
of  stocks,  so  that  when  storage  tanks  become  full  and  production  had  to  be  cut 
back  it  came  as  a shock  to  many.  Producers  in  any  industry  do  not  like  to  see 
a decline  from  a peak,  even  if  the  peak  was  the  result  of  abnormal  conditions. 
The  idea  of  always  selling  maximum  production,  regardless  of  consumers’  demand, 
is  intriguing,  but  unworkable,  in  any  industry. 

There  has  been  a decline  in  oil  production  from  the  peak  reached,  but  imports 
are  not  the  cause  of  it;  they  are  about  20  percent  below  their  high  point  last 
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vear  when  domestic  production  was  on  an  all-out  basis.  P j onnld 

was  running  higher  than  domestic  consumption  for  more  than  a yea 
not  physically  continue  to  do  so  after  the  storage  tanks  became  fml. 

Domestic  production  is  currently  12  percent  below  December  s ^ak  but  th«  a 
probably  only  a temporary  condition.  It  is  likely  that  domestic  ^ ill  s .-eig 

be  steDoed  up  Total  supply  in  the  United  States  today  is  about  5,900,000  barrels 
dlil>  made  up  of  500,000  barrels  of  imports  and  5,400,000  barrels  of  domestic  crude 

‘’Vo"i°CaXuringthe  second  half  of  last  year  was 

There  is  every  indication  that  it  will  be  higher  in  the  second  6 months 

The  only  recent  estimate,  I know  of  which  has  been  published,  is  that  ot  trie  ir  AA 

Supply  and  Demand  Committee.  They  estimate  total  for  the 

months  of  this  year  at  6,515,000  barrels  daily.  This  is  more  « ^ 

daily  above  the  present  supply  level.  While  this  m and  must 

mistic,  it  seems  obvious  that  the  present  supply  level 

increase  in  the  near  future.  If  we  assume  that  imports 

only  500,000  barrels  daily  and  if  demand  should  tmn  out  to 

mate,  domestic  production,  including  natural  gas 

barrels  daily  to  balance  the  average  demands  immediately  f^ead  a period  n c 
does  not  include  the  heavy  consumption  of  the  winter  months  This  v ould  be  J8 

percent  of  the  maximum  production  ever  achieved  in  daily  or 

The  IPAA  estimate  of  fourth-quarter  demand  is  6.80J000  barrels  da^^^^^ 

Q*^0  000  barrels  daily  above  the  present  supply  level.  To  balance 
Shout  fncreSing  imports  above"^ 500,000  barrels  d require  a 

production  of  6,330,000  barrels  daily,  or  3.5  percent  higher  than  the  maxi^^^^^ 
output  ever  achieved  to  date  in  this  country.  However,  a part  of  such  demand 
could  no  doubt  be  supplied  from  accumulated  stocks.  , . v -..„Ku;+Tr 

Recent  experience  ^has  given  the  country  an 
some  cushion  of  productive  capacity  above  immediate  consumption,  it  w ^ oniy 

cS?  the 

the  supply  situation  tet  year. 
ThI  teftestrTSn  SpX  the  country’s  oil  needs.  They  can  do  it  without  any 
flwd  of  foreign  oil  Bid  they  can’t  do  it  with  artificial  limitations  on  s'‘PP|y  ^ 
the  right  crude  oil  and  products  at  the  right  place,  at  the  right  time.  The  N C 

ffim&e:ti’’tKf"an  import  policy,  therefore,  should  be  flexible  so  that 

mrveme“t‘  h^herls*  2^.^  aPI-eciably  in  excess  of  our 

™On?residual  fuel-oil  imports  varv  considerably.  Our  domestic  affiliates  supply 

filS" tl’rSs  oT  Sr  Reti'dual  fuel-oil  imports  by  our  afllliates 

‘°ffc?SSp“r\frtaeS 

and  commitments  made  t"  ‘heir  imrchase^a^^^^  S'Somcr? adeqnat™  eaSg 
I94S,  cTu iTha”  in  advance  that  the 

erate,  in  Decem^^^  ^Because  of  contract  commitments  and  the 

program  were  ma^^  bctw'een  the  point  of  origin  of  crude  oil  and  the 

great  distance*  there  is  a time  lag  between  a decision  to  cut  imports 

jliTthrcffect  of  such  decision.  Shipments  involving  a round-trip  tanker  move- 
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ment  of  more  than  16,000  miles  cannot  be  stopped  or  started  overnight  and 
contracts  for  foreign  crude  supply  cannot  always  be  made  on  a spot  basis.  The 
effects  of  our  company’s  planned  cut-backs  in  imports,  therefore,  became  apparent 
in  terms  of  receipts  at  the  end  of  February  and  in  early  March. 

Our  total  imports  have  been  as  follows: 


[Barrels  per  day] 


Crude  oil 

Products 

Total 

Fourth  Quarter  1948 

161,200 

161,600 

129.600 

89.000 
77, 100 

103.600 

92.000 

86.600 
91,000 
72. 400 
71,600 
102,400 
112,000 
127,000 

236,800 

252.500 
202.000 
160,600 

179.500 
215,600 

‘ 219, 000 

January  1949 

February  1949 

March  1949... 

Anril  1949 . _ . 

May  1949 

June  1949. 

> Established. 


Our  imports  have  been  well  within  our  interpretation  of  the  National  Petroleum 
Council’s  oil  policy,  to  which  we  subscribe.  We  think  the  industry  imports,  as  a 
whole,  conform  to  this  policy.  We  are  sure  that  the  domestic  industry  is  vigorous 
and  healthy.  We  think  that  exploration  and  development  work  will,  and  must, 
continue  at  a high  level  if  domestic  productive  capacity  is  to  keep  up  with  increas- 
ing domestic  consumption.  We  consider  that  imports  brought  in  either  for  direct 
export  or  to  replace  equivalent  amounts  of  oil  shipped  out  of  the  country  are 
desirable  and  healthy  if  the  movements  can  be  made  competitively  with  domestic 
supplies.  Further,  w^e  think  that  imports  of  special  crudes  and  products  to  supple- 
ment limited  domestic  availability  of  certain  grades  are  in  the  interest  of  our 
national  economy. 

Proposals  by  certain  groups  for  additional  Federal  Government  restrictions  on 
imports  appear  to  rest  principally  on  fear  of  the  future. 

No  one  can  predict  the  future  with  certainty — especially  in  the  oil  business. 
I am  not  going  to  attempt  it.  However,  there  are  some  physical  and  economic 
factors  which,  in  themselves,  make  future  floods  of  foreign  oil  extremely  unlikely 
as  far  as  can  be  foreseen  at  present. 

The  fear  of  future  floods  of  foreign  oil  seems  to  be  centered  on  the  Middle  East. 
This  is,  no  doubt,  because  of  the  tremendous  reserves  recently  discovered  in  that 
area.  However,  there  are  several  other  factors  to  be  considered.  The  existing 
productive  capacity  of  the  Middle  East  is  considerably  less  than  will  be  required  to 
supply  Eastern  Hemisphere  refineries  now  existing  and  under  construction, 
area.  However,  there  are  several  other  factors  to  be  considered.  The  existing 
Therefore,  large  capital  expenditures  will  be  required  for  development  of  produc- 
tive capacity  in  the  Middle  East — even  if  none  of  this  oil  comes  to  the  United 
States.  To  provide  floods  of  this  oil  for  United  States  imports  would  require  still 
more  expenditures  of  capital.  Any  intelligent  investor  will  ask  himself  several 
questions  before  risking  huge  sums. 

Our  analysis  of  these  investment  factors  has  led  us  to  the  conclusion  that  invest- 
ments for  the  purpose  of  permanently  supplying  the  domestic  market  from  the 
Middle  East  are  not  presently  attractive,  relative  to  other  uses  for  this  capital. 
Other  investors,  of  course,  may  look  at  it  differently. 

However,  while  I cannot  predict  the  future,  Jersey’s  investments  in  the  Middle 
East  to  date  have  not  been  made  with  the  thought  that  this  oil  would  be  required 
for  importation  into  the  United  States.  Our  Middle  East  investments  have  been 
made  to  protect  our  very  large  business  in  the  Eastern  Hemisphere  which,  in  1948, 
was  about  300,000  barrels  daily. 

I don’t  want  to  be  misunderstood.  This  does  not  mean  that  no  Middle  East 
oil  would  move  into  the  United  States  at  any  time.  Development  of  productive 
capacity  must,  and  no  doubt  will,  take  place  concurrently  with,  or  slightly  in 
advance  of,  the  completion  of  Eastern  Hemisphere  refineries.  As  a result,  there 
will  be  available,  from  time  to  time  and  in  varying  amounts  productive  capacity 
which  could  be  used  for  supplying  the  United  States  market.  This  was  the  case  last 
winter,  for  example.  However,  such  volumes  could  hardly  be  called  floods  of  oil. 
The  important  question  is:  Will  capital  be  attracted  to  the  Middle  East  to  provide 
for  a permanent  oil  supply  for  the  United  States?  We  doubt  it. 
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In  looking  at  the  period  immediately  ahead,  there  are  sc^^ral  ^her  factor 
w’hich  would  prevent  a flood  of  foreign  oil.  An  increase  in  Middle  East  imports 
over  present  levels  in  an  amount  equal  to,  say,  only  3 percent  of  domestic  produc- 
tion would  encounter  the  following  bottlenecks.  . . i j u 

1.  Limitations  on  physical  facilities  for  handling  additional  crude,  sucn  as  pipe- 
lines, docks,  crude  stabilizers,  etc.  , 

2.  Such  an  increase  in  imports  would  require  all  available  tankers  to  be  pressed 

into  service.  It  is  doubtful  if  this  added  load  could  be  handled  by  the  world 
tanker  fleet  during  the  winter  season  of  high  tanker  requirements.  tanker 

construction  now  under  way  is  no  more  than  enough  to  take  care  or  tne  normal 

increases  in  tanker  requirements.  xt  j ox  * 

3.  There  is  only  limited  refining  capacity  on  the  United  States  east  coast 

capable  of  processing  the  high-sulfur,  low-octane  Middle  East  crude. 

1 Shipments  to  the  Gulf  coast  and  west  coast  would  require  far  more  tankem 
and  therefore  reduce  considerably  the  amount  w*hich  physically  could  be  moved. 
In  addition,  the  transportation  cost  would  be  higher  and  competitive  sale  price 
lower  at  the  Gulf  coast  than  on  the  east  coast.  I cannot  speak  for  others,  but  our 
company  w^ould  not,  for  purely  financial  reasons,  under  present  conditions,  snip 

Middle  East  oil  to  the  Gulf  coast.  , . . 

To  summarize,  our  studies  and  knowledge  of  both  foreign  and  domestic  ou  lead 
us,  as  a company,  to  the  conclusion  that  fears  of  floods  of  foreign  oil  imports  are 

unfounded  in  economics.  ^ 

Our  company  ha?  a great  stake  in  the  domestic  economy.  Also  we  are  always 
mindful  of  the  paramount  importance  of  our  national  security  and  the  part  oil 
plays  therein.  If  something  now  unforeseen  to  us  should  actually  take  place  in 
the  future,  which  was  detrimental  to  our  national  security  or  domestic  economy, 

I would  support  every  effort  to  see  that  it  was  corrected  promptly  and  adequately. 
However,  I cannot  bring  myself  to  recommend  that  legislation  be  introduced  in 
the  Congress  to  deal  with  a supposition  about  the  future  when  I feel  that  such  sup- 
position has  no  firm  basis  of  fact.  I really  feel  that  the  only  thing  the  domest  c 

producer  has  to  fear  is  fear  itself. 

Asiatic  Petroleum  Corp. 

(Excerpts  from  testimony  of  John  A.  Walstrom,  vice  president  of  the  Asiatic 
Petroleum  Corp.,  in  New  York  City  on  July  14,  1949) 

I appreciate  the  opportunity  of  appearing  before  this  committee  to  outline  to 
you  the  position  which  Asiatic  Petroleum  Corp.  plays  in  the  import  of  Petroleum 
products  and  crude  into  the  United  States.  First  I would  like  to  say  that  Asiatic 
Petroleum  Corp.,  which  is  an  American  company,  mcorporated  in  Delaware,  is 
engaged  primarily  in  the  purchase  of  oil  for  export  from  the  United  States  of 
AmSca  &nd  safe  of  oil  for  import  into  the  United  States  of  America  and  in  the 
bimkering  of  vessels  in  the  New  York  Harbor  and  the  Panama  Canal  Zone.  It 
also  engages  in  the  purchase  and  export  of  equipment  and  materials  used  in 
onerations  abroad  by  associated  companies  in  the  petroleum  industry  which  we 
Sate  over  few  years  to  be  valued  at  $50,000,000  annually. 

Asiatic  does  not  owm  or  control  any  crude  oil  production  or  refining  facilities 
either  in  the  United  States  or  abroad,  nor  does  it  own  any  tankers;  and,  therefore, 
I am  not  in  a position  to  comment  on  the  details  of  United  States  of  America 

like  to  add  that  Aaiatjc  is  a ^bsidiary  of  the 
Batavian  Petroleum  Co.  which  is  a Dutch  company  and  which  is  one  of  the 
principal  operating  companies  in  the  so-called  Royal  Dutch  Shell  group.  The 
Operations  of  associated  companies  in  foreign  countries  are  entirely  separate  and 
dFsti^ct  from  the  business  of  Asiatic  and  consequently  I am  not  in  a position  to 
/.nmmpnf  on  the  ooerations  of  such  other  companies  in  foreign  countries. 

Tn  ve^rs  gone  by  Asiatic  Petroleum  Corp.  has  been  one  of  the  largest  purchasers 
of  peSeum  products  for  export  from  the  United  States  and  concurrently  with 
the^fpurchases  Asiatic  historically  has  sold  Venezuelan  crude  and  heavy  fuel  oil  to 
buyer?  for  shipment  by  buyers  to  the  United  States.^  It  has  never  sold  Middle 

Eastern  crudes  or  products  for  importation  into  the  United  States.  * . 

To  give  you  some  idea  of  the  relationship  of  Petroleum  exports  by  Asiatic  ^ 
PnrnLred  to  safes  which  Were  for  import  into  the  United  States  of  America  by 
difng  1947,  1948,  and  the  first  halt  of  1949,  the  following  tabula- 

tion  is  offered; 
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Imports  on  sales  by  Asiatic 
to  importers 

Exports  direct  to  Asiatic 

Barrels 

Value 

Barrels 

Value 

1947... - 

12.663.000 

16. 126.000 
* 13,  700, 000 

$19,%1,000 
1 38,216,000 

i 24,913,000 

13. 760. 000 

11. 342.000 
2 6, 577, 000 

$74,935,000 
74,441,000 
40, 313,  000 

1948 ! 

First  half  1949  I 

1 75,000  barrels  per  day. 
3 36,000  barrels  per  day. 


To  what  extent  our  exports  will  continue  at  tlie  same  rate  as  in  the  past  cannot 
be  determined  at  this  time.  There  is  still  a great  potential  market  outside  the 
United  States  of  America  for  finished  products  from  this  country  but  the  question 
of  availability  of  dollars  to  purchase  these  products  is  paramount. 

Regarding  the  petroleum  imports  mentioned  herein,  it  should  be  recognized 
that  Asiatic  in  selling  products  does  not  pursue  outlets,  but  the  sales  are  made 
principally  to  those  refiners  and  marketers  in  the  United  States  who  have  ap- 
proached us  either  directly  or  indirectly  through  brokers  with  a request  that  we 
supply  them  certain  quantities  of  oil  or  products.  Broadly  speaking  it  has  been 
the  practice  that  we  in  Asiatic  have  imported  no  crude  or  products  into  the 
United  States  of  America  for  our  own  use,  however,  we  do  handle  around  8,000 
barrels  per  day  of  bunker  fuel  in  bond  which  is  used  to  meet  our  requirements  at 
the  port  of  New  York  for  vessels  in  foreign  trade  under  all  flags. 

However,  as  far  as  our  further  sales  of  crude  and  fuel  oil  which  we  sell  for 
importation  from  Venezuela  or  the  Netherlands  West  Indies  by  United  States 
of  America  buyers  I do  not  foresee  any  new  buyers  w'ho  are  in  the  market  for  crude. 
As  to  heavy  fuel  oil  we  do  expect  to  increase  our  sales  to  independent  marketers 
and  users  on  the  eastern  seaboard  from  about  47,000  barrels  per  day  in  1949  to 
around  75,000  barrels  per  day  in  1950  and  onwards.  It  is  important  to  note  that 
most  of  this  increase  in  sales  of  fuel  oil  represents  conversion  from  other  forms 
of  fuel  to  oil  or  new  outlets  for  fuel  oil,  and  the  buyers  in  approaching  us  either 
directly  or  indirectly  are  prompted  by  their  belief  that  fuel  oil  will  give  the  con- 
sumer the  cheapest  form  of  energy. 

The  break-down  between  crude  and  products  for  the  first  half  of  1949  which 
.\siatic  sold  or  arranged  to  sell  for  importation  into  the  United  States  of  America 
is  as  follows;  crude  28,000  barrels  per  day  on  long-term  contracts,  and  heavy 
fuel  oil  47,000  barrels  per  day,  or  a total  of  75,000  barrels  per  day.  The  import  of 
products  is  primarily  confined  to  fuel  oil,  as  Venezuelan  crude,  from  which  this 
fuel  oil  is  refined,  is  suited  to  meet  the  demands  of  fuel  oil  on  the  eastern  sea- 
board. In  the  years  past  the  eastern  seaboard  would  have  been  in  a very  difficult 
position  during  certain  winters  had  not  this  supply  of  fuel  oil  from  Venezuelan 
crude  been  available.  The  need  for  Venezuelan  produced  fuel  oil  will  increase 
in  the  future  with,  as  I understand  it,  the  emphasis  of  refiners  in  the  United 
States  of  America  to  maximize  runs  for  gasoline  and  distillates,  in  order  to  meet 
the  increased  demand  for  these  products,  and  particularly  distillates,  thus  reducing 
availability  of  United  States  indigenous  fuel  oil.  Naturally  if  one  attempts  to 
restrict  this  free  flow  of  fuel  oil  at  any  one  time,  it  is  probable  you  will  find  the  oil 
is  not  available  when  a time  comes  that  such  a supply  is  again  required. 

With  regard  to  the  heavy  fuel  oil  which  Asiatic  has  sold  for  United  States  of 
America  consumption  is  it  interesting  to  note  that  the  people  who  are  purchasing 
this  oil  are  90  percent  independent  distributors  situated  from  the  Middle  Atlantic 
States  to  Maine,  and  are  definitely  to  be  considered  in  that  segment  of  the  industry 
called  the  independent  or  the  small-business  man.  These  independents  have 
approached  us,  knowing  that  historically  we  were  in  a position  to  make  fuel  avail- 
able from  our  supplier  in  the  Netherlands  West  Indies  and  Venezuela  and  they 
wished  to  be  assured  of  a guaranteed  source  of  supply  over  the  years  to  come. 

This,  of  course,  is  a natural  tendency  on  their  part  and  at  the  same  time  a busi- 
ness opportunity  to  us,  particularly  in  view  of  the  fact  that  our  supplier's  source 
of  crude  is  mainly  of  the  heavy  type  which  produces  large  percentages  of  fuel  oil, 
and  yields  a great  deal  less  gasoline  than  the  typical  United  States  of  America 
crudes.  Again  this  brings  up  a point  I have  already  made  but  which  must  be 
reiterated  because  of  its  importance. 

The  emphasis  in  the  technological  development  in  refining  in  the  United  States 
is  to  produce  more  gasoline  and  light  products  and  the  independent  marketer  and 
the  industrial  consumer  can  only  be  happy  that  there  is  available  fuel  oil  from 
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sources  outside  of  the  United  States  of  America  to  meet  the  huge  consumer  and 
industrial  demand  for  fuel  oil  on  the  eastern  seaboard.  Actually,  as  far  as  imports 
of  fuel  oil  are  concerned  the  imports  for  May  1949  are  157,000  daily 

against  an  average  daily  import  of  149,000  barrels  in  1947  and  145,000  barrels 

in  1948.  , , . XU  • 

While  the  above  gives  a picture  of  Asiatic’s  activities  concerning  the  imports 

of  crude  and  fuel  it  seems  to  me  that  the  general  question  as  to  whether  these 
imports  of  petroleum  will  affect  the  independent  producers  in  the  United  btates 
of  America  has  been  greatly  overemphasized.  There  is  no  question  but  that  there 
will  always  be  ups  and  downs,  but  the  independent  operator  in  any  segmerR  of 
the  oil  business  will,  I am  convinced,  be  able  to  stand  on  his  own  feet  and  to 
compete  in  a free-enterprise  system  just  as  he  has  in  the  past  and  I do  not  foresee 
that  imports  will  affect  the  production  of  United  States  of  America  crudes  to  any 

marked  degree  over  a period  of  time.  ...  j x j-u  + 

For  instance,  despite  the  call  for  this  investigation  it  is  our  understanding  that 
the  search  for  crude  oil,  much  of  it  by  independents,  continues  unabated.  Again 
the  strategic  importance  of  the  development  of  Western  Hemisp^re  oil  under 
free  competitive  conditions  for  use  by  consumers  in  the  Western  Hemisphere  is 

something  which  cannot  be  passed  over  lightly.  , x c j • + 

While  there  has  been  over  the  past  year  a relatively  large  import  of  crude  into 
the  United  States  this  was  due  to  the  difficult  situation  which  the  oil  industry 
experienced  in  the  severe  winter  of  1947-48  and  which  they  successfully  met.  1 
believe  that  every  segment  of  the  oil  industry  took  it  upon  thenaselves  to  make 
sure  that  during  the  winter  of  1948-49  there  would  be  ample  supplies  of  pe^oleum 
to  meet  every  demand.  However,  this  energetic  planning  ran  into  trouble  due 
to  the  mild  weather  in  the  large  consuming  areas  along  with  a smaller  increase  in 
demand  than  anticipated,  with  the  result  that  oversupply  and  high  stocks  became 
an  embarrassment  rather  than  an  asset.  What  happened  was  that  during  the 
summer  and  fall  of  1948  every  refinery  did  everything  possible  to  assure  supplies, 
took  on  commitments  of  long  term,  and  brought  quantities  of  crude  oil  from 
long  distances  which  built  up  such  a momentum  that  it  was  found  impossible  to 
reverse  the  trend  as  quickly  as  some  people  thought  desirable.  . , . 

In  conclusion  it  is  obvious  that  the  industry  is  still  going  through  a period  of 
readjustment  whereby  the  question  of  imports  as  related  to  domestic  production 
will  soon  come  into  satisfactory  balance.  Had  we  had  after  this  last  war  the 
1948-49  weather  in  1947—48  and  the  1947—48  weather  in  1948—49,  the  indi^try 
would  have  had  time  to  readjust  its  position  in  an  orderly  manner  and  I think 
that  the  present  agitation  over  imports  would  have  not  arisen  and  that  the 
industrv  would  not  have  been  forced  to  unusual  expedients  to  increase  their 
source  of  supplies  in  order  to  assure  that  the  consumer  would  have  sufficient  fuel 
to  meet  his  needs. 

The  following  excerpts  from  the  testimony  (hearing,  Railroad  Commis- 
sion of  Texas,  May  17, 1950)  of  some  of  the  companies  are  submitted 
for  consideration  in  conjunction  with  that  presented  to  the  subcom- 
mittee: 

Standard  Oil  Co.  of  California 

(Excerpt  from  the  sworn  testimony  of  R.  G.  Follis,  chairman  of  the  l^ard  of  the 

Standard  Oil  Co.  of  California,  before  the  Railroad  Commission  of  Texas,  May 

17,  1950) 

If  imported  crude  oil  were  curtailed,  the  advantages  desired  from  such  a step 
by  the  domestic  producers  would  be  largely  nullified  in  our  case  because  the  pres- 
sure to  preserve  American-owned  foreign  concessions  w^ld  tend  to  force  the  use 
of  these  crudes  to  supply  our  export  market  directly.  Furthermore,  any  shift  in 
this  direction  would  be  most  undesirable  from  the  viewpoint  of  the  domestic 

We  ^ave  consistently  taken  the  position  that  imports  of  petroleum  should 
supplement,  but  not  supplant,  the  production  of  a sound  and  healthy  domestic 
oil  economy.  Our  Nation’s  military  security  is  dependent  upon  its  long-range 
reserve  position,  which  can  best  be  protected  through  the  development  of  world 
oil  resources  by  United  States  nationals  and  through  the  preservation  of  our 
domestic  reserves  bv  reasonable  use  of  foreign  reserves  We  believe  that  imports 
should  not  be  restricted  by  legislative  action  unless  there  is  evidence  that  the 
industry  is  no  longer  able  to  carry  on  the  vigorous  and  aggressive  program  of 
exploration  and  development  which  is  necessary  if  it  is  to  meet  the  Nation  s 
requirements  in  peace  or  war. 
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We  realize  that  curtailing  large  quantities  of  crude  has  had  a material  economic 
effect  on  some  segments  of  the  industry.  Nevertheless,  as  a result  of  the  mag- 
niffcent  job  that  state  regulatory  bodies,  particularly  your  commission,  have 
done,  we  have  discovered  no  evidence  that  the  sound  and  healthy  condition  of 
our  domestic  oil  industry  as  a whole  has  been  endangered  by  the  current  volume 
of  imports.  For  a number  of  months  repeated  statements  have  been  made  that 
the  high  level  of  imports  has  discouraged  exploratory  and  drilling  activity  in 
this  country,  thereby  endangering  our  future  national  security  through  failure 
to  continue  to  develop  sufficient  reserve  capacity  for  use  in  an  emergency.  I 
have  before  me  some  recent  and  authoritative  figures  which  contradict  such 
statements. 

The  official  weekly  drilling  statistics  of  your  commission  for  the  week  ending 
May  6,  1950,  show  that  in  1950  to  date,  compared  with  the  same  period  in  1949, 
new  oil  fields  discovered  in  Texas  increased  by  23  percent,  the  number  of  oil 
wells  completed  by  19  percent,  and  the  number  of  drilling  applications  by  24 
percent.  Looking  at  the  same  period  in  1949  compared  to  1948,  we  find  that 
similar  large  increases  had  occurred. 

For  the  country  as  a whole,  numerous  statistics  are  available  which  show  a 
similar  upward  trend.  According  to  a report  prepared  by  the  American  Associa- 
tion of  Petroleum  Geologists  on  exploratory  drilling  in  the  United  States,  a 
summary  of  which  appeared  in  the  April  1950  issue  of  the  Petroleum  Engineer, 
9,058  exploratory  wells  were  drilled  in  this  country  during  1949,  compared  with 
only  8,013  during  1948 — a gain  of  13  percent.  In  the  preceding  year  ot  1947, 
only  6,775  such  wells  were  drilled. 

According  to  the  April  1950  edition  of  World  Oil  there  were  6,176  well  com- 
pletions in  the  United  States  during  the  first  2 months  of  1950,  compared  with 
only  5,536  during  the  same  period  of  1949— an  increase  of  almost  12  percent.  The 
footage  drilled  in  these  wells  increased  by  15  percent.  The  number  of  wells  drilled 
in  the  corresponding  1948  period  was  approximately  the  same  as  in  1949. 

The  above  statistics  are  persuasive  evidence  that  the  expressed  fears  concerning 
reduced  exploration  and  drilling  activity  as  a result  of  imports  are  not  well  founded. 
It  has  now  been  well  over  a year  since  your  commission  started  to  reduce  allowable 
production,  and  it  would  appear  that  ample  time  has  elapsed  to  determine  whether 
incentives  to  explore  and  drill  for  oil  have  been  diminished  as  a result  of  imports. 
The  fact  that  exploration  and  drilling  have  increased  by  the  considerable  per- 
centages shown  above  refutes  the  arguments  of  those  who  have  been  insisting  that 
such  activitv  has  been  dangerously  curtailed. 

Here  in  Texas  our  subsidiary,  Standard  Oil  Co.  of  Texas,  is  actively  searching 
for  crude  and  developing  its  reserves.  This  year  it  expects  to  invest  over 
$15,000,000  in  exploratory  and  development  programs  and  to  complete  an  average 
of  more  than  10  wells  a month.  It  is  producing  approximately  30,000  barrels  a 
day  in  Texas  from  more  than  30  fields.  In  addition  to  this  production,  our  east- 
coast  subsidiaries  are  purchasing  and  shipping  out  of  Texas  more  Texas  crude  oil 
than  ever  before  in  their  history.  Currently,  this  amounts  to  16,700  barrels  daily 
as  compared  with  7,700  barrels  daily  in  1949. 

During  the  past  5 years,  the  number  of  persons  employed  by  Standard  of  Texas 
has  increased  50  percent,  its  payrolls  have  more  than  doubled  and  its  capital 
expenditures  have  more  than  trebled. 

On  the  other  hand,  over  the  past  few  years  our  expenditures  in  Venezuela  have 
decreased  from  $26,000,000  in  1948  to  $17,000,000  in  1949,  and  to  $6,000,000 
this  year.  The  number  of  employees  has  gone  from  1,304  in  1948  down  to  347 
in  1950.  Likewise,  the  capital  expenditures  and  employment  of  our  Middle  East 
affiliates  have  declined  sharply.  ^ ^ 

In  summary,  let  me  repeat  that  the  amount  of  oil  which  Standard  Oil  Co.  of 
California  expects  to  import  during  the  last  half  of  1950  is  a very  small  fraction 
of  its  total  requirements.  Our  anticipated  imports  are  only  about  4 percent  of 
the  present  level  of  total  imports.  Furthermore,  our  imports  are  more  than 
offset  by  exports  of  crude  and  products  to  our  foreign  affiliates  and  others.  From 
the  evidence  available  to  date,  imports  have  not  impaired  the  ability  of  our 
domestic  oil  industry  to  maintain  vigorous  exploration  and  development  activi- 
ties. Moreover,  in  view  of  the  economic  and  other  factors  which  control,  w^e 
find  it  difficult  to  believe  that  domestic  oil  companies  will  increase  their  imports 
to  the  point  where  they  wdll  adversely  affect  this  situation.  We  believe  that  the 
complex  and  difficult  problem  of  imports  can  best  be  solved  by  voluntary  action 
on  the  part  of  the  industry.  In  our  opinion,  the  imposition  of  legislation  designed 
to  control  imports  w’^ould  establish  a dangerous  precedent  and  lead  ultimately  to 
Federal  control  of  the  entire  economic  status  of  an  industry  which  so  far  has 
remained  relatively  free  of  Federal  regulation. 
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Standard  Oil  Co.  of  Indiana 

(Excerpt  from  the  sworn  testimony  of  Dr.  Robert  E.  Wilson,  clmirman  of  the 
board  of  the  Standard  Oil  Co.  of  Indiana  before  the  Railroad  Commission  of 
Texas,  May  17,  1950) 

As  to  imports,  our  company  concurs  in  the  view  that  at  recent  levels  imports 
have  been  too  high,  and  have  supplanted  rather  than  supplemented  donmstic 
production.  Standard  of  Indiana  is  not  an  importer  of  crude  or  products.  iNone 
of  our  subsidiaries  produce  any  crude  abroad.  One  of  our  subsidiaries,  ran-Am 
Southern  Corp.,  imported  a small  amount  of  special  heavy  crude  for  aspnalt 
manufacture  during  the  first  5 months  of  1950,  averaging  1,400  barrels  per  day. 
This  company  does  not  now^  plan  to  import  any  more  crude 
the  remainder  of  the  year.  I might  say  that  that  compares  with  about  440,000 
barrels  per  day  of  domestic  crude  which  we  are  running  in  our  consolidatea 

Another  of  our  subsidiaries,  Pan  American  Petroleum  & Transport  Co.,  expects 
to  continue  to  import  low-gravity  crudes  for  asphalt  manufacture  in  about  tne 
same  amounts  as  it  has  been  doing  for  many  years.  These  crudes  are  necessary 
to  satisfy  its  asphalt  refinery  requirements  on  the  east  coast,  as  these  rennenes 
were  designed  for  heavy  Mexican  and  Venezuelan  crude,  and  the  compmny  d<^s 
not  know  of  anv  satisfactory  domestic  crudes.  This  company  s estimated  imports 
of  these  asphaltic  crudes  are  11,200  barrels  per  day  during  the  l^t  6 months  of 
1950,  the  average  for  the  year  being  10,000  barrels  per  day,  about  the  same  as  it 

has  been  for  manv  years.  . , 

Pan  Americn  Petroleum  & Transport  Co.  also  expects  to  continue  to  imports 

residial  fuel  oil  to  satisfy  its  Atlantic  seaborad  markets.  Over  the  past  17  years 
this  company  has  had  to  buy  the  bulk  of  its  fuel  oil  for  its  eastern  markets  from 
other  suppliers  because  it  has  been  unable  to  produce  enough  residual  fuel  off 
for  its  owm  sales  needs.  Most  of  these  supplies  can  come  from  either  domestic 
or  foreign  sources,  at  the  supplier's  election.  During  most  of  this  period,  the 
east  coast  needs  for  heavy  fuel  oil  could  not  have  been  assured  unless  foreign 
sources  had  been  available.  Through  this  supply  arrangement,  Pan  American 
Petroleum  & Transport  Co.  will  purchase  34,000  barrels  per  day  of  residiial  fuel 
oil  during  the  last  6 months  of  1950,  wiiich  from  present  information  wiW  pre- 
sumably be  from  foreign  sources.  x-  x o 

Commissioner  Thompson.  These  figures  are  firm  estimates. 

Dr.  Wilson.  They  are  firm  estimates. 

Atl.^ntic  Refining  Co. 

(Excerpt  from  the  sworn  testimony  of  Robert  H.  Colley,  president  of  Atlantic 
Refining  Co.  before  the  Railroad  Commission  of  Texas,  May  17,  1950) 

Mr.  Colley.  I should  like  to  present  a short  statement  which  I think  would  be 

helpful  background  to  the  questions  which  will  follow.  _ 

What  I have  to  say  this  morning  is  not  to  be  construed  as  a criticism  of  any 
action  taken  by  others  either  during  the  shortage  of  oil  in  this  country  in  the 
1946-48  period,  or  during  the  present  period  of  excess  supply.  What  I intend 

to  state  is  merely  to  point  out  actions  taken  and  the  influence  which  prompted  those 

. ♦ 

As"a  background,  first  let  me  go  back  to  the  war  period.  I think  you  all  know 
that  during  the  war  period  those  companies  which  were  equipped  to  engage  in 
foreign  exploration  and  crude  producing  were  encouraged  by  this  Government  to 
push  those  explorations— particularly  in  the  Western  Hemisphere  At  that  time 
the  Atlantic  increased  its  efforts  in  South  America  and  has  spent  a great  many 
millions  of  dollars  for  concessions  and  explorations  to  obtain  its  inodest  production 
in  Venezuela  todav,  and,  at  the  same  time,  it  intensified  its  activities  m the  United 
States.  During  the  1946-48  period,  when  the  marketing  companies,  including 
Atlantic,  were  making  every  effort  to  supply  their  normal  customers,  w'e  en- 
countered the  following  difficulties;  , . j .i,  • 

Manv  producers  of  crude  oil,  whose  output  we  were  purchasing,  severed  their 

connections  with  our  pipeline,  transferring  this  oil  to  other  buyers  because  of 
premiums  offered,  or  other  considerations,  or  because  of  sa*e  of  leases  et^.  This 
amounted  to  approximately  25,000  barrels  a day  in  Atlantic  s case.  At  the  same 
time  congressional  committees  and  State  regulatory  bodies  were  insisting  that 
Atlantic  make  supplies  available  to  take  care  of  consumers  orphaned  by  the 
failure  of  many  dealers  operating  in  but  one  segment  of  the  industry.  Under 
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these  conditions  the  management  of  Atlantic  felt  that  it  must  secure  better  pro- 
tection for  the  future  and  there  followed  contract-making  with  producers  of  crude 

in  the  foreign  fields.  i.  , . j r 

The  company  had  been  buying  a relatively  small  amount  of  foreign  crudes  of 

a special  character  which  could  not  be  duplicated  in  this  country,  for  the  pur- 
pose of  manufacturing  certain  products,  such  as  asphalt  and  certain  types  of 
wax.  To  this  were  added  the  firm  contracts  for  crude  supply  running  for  a 
period  of  years — usually  5 to  7.  This  decision  was  more  than  a mere  transfer 
from  one  source  of  supply  to  another.  The  distances  involved  made  it  necessary 
to  acquire  much  larger  tank  vessels.  Coincident  with  the  signing  of  some  of 
these  contracts,  orders  were  given  to  the  shipyards  to  construct  new  ships. 
These  tankers  will  be  ready  for  service  this  summer  and  will  cost  some  $25,000,000. 

These  decisions,  made  in  1947  and  1948,  result  in  importation  figures  for  foreign 
crude  oil  for  the  last  6 months  of  1950  of  approximately  62,500  barrels  a day. 
Of  this,  55,800  barrels  a day  are  expected  to  come  from  Venezuela,  and  6,700. 
barrels  a day  from  the  Middle  East.  Of  this  total  amount,  13,400  barrels  a day 
are  specialty  crudes,  referred  to  above^  36,200  barrels  are  the  firm  contractua 
commitments;  and  13,000  barrels  a day  represent  the  company’s  controlled  crude 
from  Venezuela,  developed  by  the  expenditure  of  these  millions  of  dollars,  also 
referred  to  above.  We  have  not  reduced  our  lease  connections  for  buying  of 
crude  oil  through  our  pipe  line,  and  we  do  not  expect  to. 

Thank  you. 

Commissioner  Thompson.  About  how  much  are  you  importing  at  the  present 
time? 

Mr.  Colley.  This  month  about  55,000  barrels. 

Commissioner  Thompson.  Fifty-five  for  May? 

Mr.  Colley.  That’s  right. 

Commissioner  Thompson.  And  you  give  the  figures  for  the  next  6 months 
and  these  new  tankers  there  are  intriguing.  Tell  us  about  them.  How  big  are 
they? 

Mr.  Colley.  Well,  we  estimated  that  they  would  be  about  32,000  dead-weight 
tons. 

Commissioner  Thompson.  Carry  how  many  barrels? 

Mr.  Colley.  Two  hundred  fifty  to  two  hundred  fifty-five  thousand  barrels 
each  trip. 

Commissioner  Thompson.  Making  about  how  many  knots? 

Mr.  Colley.  Sixteen  and  a half  or  seventeen. 

Commissioner  Thompson.  The  three  new  tankers  that  you  purchased  will 
bring  in  how  much  crude,  average? 

Mr.  Colley.  When  they  are  all  completed,  they  will  have  the  capacity  to  bring 
in  some  12,000  barrels  a day  from  the  Middle  East. 

Gulf  Oil  Co. 

(Excerpt  from  the  sworn  testimony  of  S.  A.  Swensrud,  president  of  the  Gulf  Oil 
Corp.  before  the  Railroad  Commission  of  Texas,  May  17,  1950) 

Mr.  Swensrud.  In  view  of  the  current  interest  in  the  subject  of  petroleum 
imports,  we  believe  it  may  be  appropriate  for  us  to  comment  briefly  upon  our 
company’s  position  in  this  matter. 

While  by  far  the  greater  part  of  our  company’s  business  and  investments  are 
in  the  United  States,  we  have  crude  oil  production  in  Venezuela,  the  Middle 
East,  and  in  Canada.  Gulf  has  pioneered  in  finding  and  developing  oil  abroad 
just  as  it  has  been  a pioneer  in  production  in  the  United  States  and  particularly 
in  Texas  where  our  company  began  with  the  discovery  of  the  Spindle  Top  field 
just  about  50  years  ago.  Most  of  the  oil  we  produce  abroad  is  sold  abroad,  but 
some  of  it  is  brought  to  the  United  States. 

We  believe  that  it  is  important  to  our  national  welfare  and  national  security 
for  American  companies  to  have  ownership  interests  in  crude  oil  reserves  in  other 
areas  of  the  world  where  oil  is  plentiful. 

We  do  not  need  to  look  back  very  far  to  recall  the  time  less  than  2 years  ago 
when  there  was  an  acute  shortage  of  petroleum  products  in  this  country.  At  that 
time  our  company  was  being  implored  by  Government  agencies  and  many  "refining 
companies  to  do  everything  it  could  to  bring  in  additional  foreign  crude  oil  or 
products  to  meet  the  shortage  situation.  From  many  sources  we  were  not  only 
encouraged  but  urged  to  take  steps  to  help  protect  against  future  shortages  by 
increasing  production,  refining,  and  transportation  facilities.  Our  company  not 
only  redoubled  its  efforts  to  add  to  its  crude  production  in  this  country  but  took 
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various  measures  to  augment  its  supplies  from  abroad.  We  committed  ou  s 
to  a substantial  enlargement  of  our  Philadelphia  refinery;  „ j 

an  assured  source  of  supply,  we  arranged  for  large  ships  to  be  built  to  on  g - 
ditional  oil  from  the  Middle  East.  Our  company  has  always  relied  to  a con- 
siderable extent  on  Venezuela  crude  for  its  Philadelphia  refinery 
but  even  though  Middle  East  crude  was  more  expensive,  including  trapsportatio  , 
we  felt  that  the  prudent  thing  to  do  was  to  prepare  ourselves  for 
tain  amount  of  the  more  distant  and  more  expensive  crude.  P^^ 

matured  in  1949,  the  result  was  to  increase  our  total  importe  of  j 

extent.  By  that  time,  however,  it  had  developed  that  the 

more  production  capacity  in  this  country  than  had  been  expected  a year  or  t 
“artier;  moreover.  tS^tal  demand  instead  of  increasing,  as  denned  sh^ 

in  1949,  and  therefore  much  apprehension  appeared  regarding  the  increase  in  me 

Our  cornpany  has  been  sensitive  to  these  factors,  and  it  h^  no 
its  imports  to  any  point  which  would  be  damaging  to  our 

alreadv  indicated,  our  principal  investment  is  in  this  country,  and  we  oursely^ 
have  suffered  severely  in  the  proration  cut-back.  Last 

thoueh  we  drilled  over  700  new  productive  wells  our  net  crude  oil  production  in 

the  United  States  was  approximately  39,000  barrels  daily  below  j 

In  view  of  the  domestic  supply  and  demand  situation,  we  announced 

this  year  our  intention  of  reducing  our  imports  to  a point 

below  the  level  of  the  last  quarter  of  1 949.  That  w^  a reduction  of  Pg®^J' 

I do  not  think  I can  express  our  company  s policy  better  than  Uolonel  Lir^e, 
chairman  of  our  board,  did  in  making  the  announcement  of  our  decision  to  reduce 

our  imports.  In  his  statement,  he  saidt 

“In  drawing  up  operating  plans,  our  company  is  g°''®rned  by  many  co^^  - 
tions  among  which  the  interest  of  the  consumer  has  a “ost  important  place.  ^ 
do  not  feel  that  we  can  forecast  any  element  of  our  supply  with  complete  ® 
Accordingly,  we  are  guided  by  the  principle  of  flexibility,  so  J 
can  be  altered  if  unforeseen  conditions  arise  as  they  o^^en  do.  It 
our  company,  like  all  others,  to  balance  our  supply  and  demand,  and,  theretore, 

we  cannot  overproduce  or  overimport  without  incurring 

While  I cannot  attempt  to  lay  out  a long  time  specific  import  program  for  ou 
company  because  we  shall  be  guided  by  changing  ^ 

convinced  that  our  imports  should  be  flexible,  show  some  conformance  to  se^onal 
variations  in  demand,  and  be  influenced'  by  the  expected  volume  of  increase  o 

decrease  in  total  consumption.”  inprease 

During  the  last  several  months  there  appears  to  have  been  further  incre^ 

in  the  level  of  total  imports,  i.  e.,  of  crude  oil  and  products.  I think  I have  made 

it  clear  that  Gulf  is  not  responsible  for  any  part  of  this  increase— it  having  educed 

rather  than  increased  its  total  importe.  What  does  appear  to 

+hnt  has  been  a bulge  in  total  imports  caused  primarily  by  an  increase  in 

residual  fuel  imports  which  was  undoubtedly  related  to  the  recent 
the  colder-than-normal  spring  weather  that  has  prevailed  in  a large  p^t  of 
country.  Fuel  oil  imports  appear,  for  example,  to  have  repr^ented  about  haff 
of  the  total  imports  for  March.  The  industry  figures  for  recent  months,  ho^^e^er 
indicate  that  crude  oil  imports  have  stabilized  at  a level  lower  than  the  l^t 
Quarter  of  1949,  and  it  would  appear  to  us  that  with  warmer  weather  fuel  oil 
Snports  should  show  a decline.  We  feel  therefore  that  it  would  not  be  coirect  to 
draw  the  conclusion  from  the  figures  for  recent  months  that  imports  are  still  on 

^^fiXf^concluding  this  brief  statement  of  our  position,  I would  like  to  emphasize 
again  the  long-range  factors  which  it  seems  to  me  are  involved  in  this  question 
of  imports  Our  country  uses  about  two-thirds  of  all  the  oil  consumed  m f e 
world^S  yet  it  has  only  about  one-third  of  the  proven  reserves,  and  I am  afraid 
it  has  a much  smaller  percentage  than  that  of  the  potential  reserves  when  we 
conSder  Sw  many  hundreds  of  thousands  of  exploratory  wells  have  been  drilled 
in  this  country  in  the  search  for  oil  as  compared  with  the  rest  of 
the  number  of  exploratory  wells  drilled  can  almost  be  counted  in  the  hundred.. 
Total  consumption  of  oil  products  in  this  country  has  increased  by  over  50  i^rcent 
in  the  last  10  years  from  around  4 million  barrels  daily  to  almost  6)2  niillion  barrels 
daily.  With  the  increase  in  population  and  a constantly  advancing  standard  of 
living  omitting  all  consideration  of  national  defense,  it  reasonable  to 

suppose  that  our  oil  requirements  will  continue  to  grow.  If  they  grow  at  only 
about  half  the  rate  of  increase  we  have  witnessed  in  the  last  10  years,  then  by 
another  10  years  we  will  be  using  to  9 million  barrels  daily  of  petroleum 
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products  in  this  country,  and  during  the  next  10  years  we  would  have  consumed 
a grand  total  of  something  like  26  or  28  billion  barrels  of  petroleum  products 
1 can  assure  you  that  our  company  shares  the  hopes  of  all  other  crude  oil  producers 
in  this  country  for  great  new  discoveries,  and  I am  sure  there  will  be  many  new 
discoveries;  but  our  requirements  are  enormous  and  somewhere  down  the  road— 
we  hope  a long  ways  it  seems  to  us  that  we  will  need  to  rely  to  a greater  extent 
on  oil  from  other  parts  of  the  world,  where  it  appears  to  be  more  plentiful,  relative 
to  local  needs,  if  we  are  to  continue  to  supply  the  consumers  in  this  country  at 
re^onable  prices  with  the  quantities  of  petroleum  products  they  desire 

lo  me,  therefore,  the  question  is  not  one  of  imports  versus  domestic  produc- 
tion  it  IS  a question  of  having  both  available  and  at  all  times  attempting  to 
preserve  a reasonable  and  flexible  balance  between  the  two  which  will  produce 
the  best  over-all  result  for  all  concerned.  It  was  in  that  spirit  that  our  company 
last  January  announced  its  intention  of  reducing  its  imports,  with  which  under- 
taking it  has  scrupulously  complied. 

In  short,  it  seems  to  me  that  oil  imports  in  general  have  reversed  the  sharply 
w-Ti?  of  last  fall,  as  a result  of  the  operation  of  normal  economic  forces 

W ith  over-all  demand  for  oil  on  the  upgrade,  it  may  be  anticipated  with  con- 
siderable confic^  . ;e  that  the  so-called  import  problem  is  undergoing  a natural 
solution.  Interfering  with  this  solution  by  government  action  would  in  mv 
opinion  weaken,  not  strengthen,  the  oil  economy. 

Thank  you. 

Shell  Oil  Co. 

(Excerpt  from  the  sworn  testimony  of  H.  S.  M.  Burns,  president  of  Shell  Oil  Co. 

before  the  Railroad  Commission  of  Texas,  May  17,  1950)  ’ 

Mr.  Burns.  In  discussing  imports  generally,  it  is  essential  to  differentiate  be- 
tween crude  oil  and  residual  fuel  oil.  Shell  Oil  Co.  is  an  entirely  domestic  pro- 
ducer of  crude  oil,  and  our  production  has  been  curtailed  along  with  that  of  every- 
one  else.  From  a superfidal  point  of  view,  it  might  be  suggested,  therefore,  that 
we  have  been  adversely  affected  by  imports  to  the  extent  that  we  are  not  at  the 
moment  p^ducing  as  much  crude  oil  from  our  own  reserves  as  we  possibly  could 
on  an  MER  basis;  however,  I prefer  to  take  a broader  view.  The  real  fact  of  the 
naatter  in  my  opinion  i.s  that  during  the  year  1948  when  we  were  producing,  to  all 
intents  and  purposes,  right  up  to  the  MER  point,  we  were  producing  too  much, 

to  the  detriment  both  of  the  interests  of  the  petroleum  industry  and  of  the  interests 
of  national  security. 

The  abnormal  increase  in  demand  for  petroleum  in  the  immediate  postwar  years 
revealed  some  deficiency  in  stocks  both  of  crude  oil  and  products,  and  there  were 
times  when  the  industry  was  hard  put  to  it  to  meet  the  demand  from  its  domestic 
production  and  such  imports  as  were  at  that  time  taking  place.  Characteristically 
the  oil  industry  met  the  challenge  and  took  vigorous  measures  to  correct  the 
situation.  A combination  of  two  circumstances,  namely,  an  unusually  mild 
winter  in  1948-49,  and  better  than  normal  success  on  the  part  of  the  industry  in 
discovering  and  developing  new  sources  of  crude-oil  production,  led  to  an  over- 
correction  In  otlmr  words,  the  pendulum  swung  to  the  other  side  of  dead  center 
in  tne  past  year,  effectively  administered  proration  measures  have  brought  about 
a very  healthy  reduction  in  stocks,  and  what  I consider  a very  healthy  situation 
^ to  reserve  potential  having  regard  to  national  security.  You  will  remember 
that  not  so  very  long  ago  representatives  of  our  Government  in  Washington  were 
criticizing  the  petroleum  industry  because,  as  it  was  said,  a national  emergency 
would  give  rise  to  an  additional  requirement  of  two  million  barrels  of  oil  per  day 
as  some  claimed,  and  where  was  the  industry  going  to  produce  it?  Today  produc- 

increased  since  that  time,  and  this  increase  in  potential  coupled 
with  the  present  degree  of  curtailment,  has  established  a position  where  the  oil 
industry  could  produce,  let  us  say,  a million  and  a half  barrels  per  day  of  additional 
oil  at  the  drop  of  a hat;  and,  furthermore,  it  has  shown  where  even  more  production 
will  be  established,  in  continental  North  America  in  the  short-term  future 
Commissioner  Thompson.  You  are  including  Canada  in  that? 

Mr.  Burns  Yes,  sir.  In  a world  where  a"  continuation  of  peace  conditions 
could  reasonably  be  counted  upon,  it  might  perliaps  be  not  out  of  line  to  produce 
our  oil  reserves  at  or  near  the  maximum  efficient  rate,  but  under  today’s  condi- 
tions 1 would  regard  it  as  essential  to  maintain  a considerable  cushion  of  reserve 
productive  capacity  against  the  kind  of  emergency  which  could  possibly  arise. 

I am  a member  of  the  National  Petroleum  Council,  and  as  such  I took  part 
in  the  preparation  of  the  Council’s  report  on  A National  Oil  Policy  for  the  United 


EFFECTS  OF  OIL  IMPORTS  ON  DOMESTIC  PRODUCERS  91 


States.  In  that  report  and  in  the  many  discussions  about  the  report  which 
have  taken  place,  it  has  been  emphasized  that  it  is  essential  to  maintain  t 
vitality  of  the  domestic  oil  industry.  If  the  degree  of  vitality  of  the  domestic 
industry  can  be  taken  as  a criterion  of  the  degree  to  which  imports  ^ 

not  desirable,  then  I think  we  may  feel  confident  that  imports  at  ^ ^ 
are  up  to  date,  have  not  been  detrimental.  According  to  statistics  published  y 
the  Texas  Railroad  Commission  there  have  been  more  oil  discoveries, 
completions,  more  drilling  applications,  and  for  that  .i^a^ter,  . 

drilled  in  Texas  this  year  to  date  than  at  the  same  date  m 1949.  If  this  does  not 

reflect  vitality,  then  what  does?  , , , • 

As  to  residual  imports,  the  published  statistics  show  that  they  have  ^ 

very  considerably,  particularly  during  the  past  winter. 

of  no  refiner  on  the  Gulf  coast  or  Atlantic  coast  area  who  has  been  unable  to 
dispose  of  his  current  production  of  residual  fuel  oil  and  at  the  same 
inventory  substantially.  In  fact  some  16,000,000  barrels  of  heavy  fuel  ^ 
been  moved  from  California  to  the  east  coast  since  last  August,  which  has  resulted 
in  leveling  down  inventories  of  this  product  on  the  Pacific  co&st  to  a healthy 
worklno-  level.  It  would  seem,  therefore,  that  the  imports  of  residual  fuel  ha%e  m 
every  sense  of  the  word  supplemented  domestic  production,  as  ^hey  have  met 
arSdustrial  demand  which  could  not  have  been  met  from  domestic  sources 
without  involving  wastefully  an  indisposable  surplus  production  of  gasoline 

and  distillate. 

Standard  Oil  Co.  of  New  Jersey 

(Excerpt  from  the  sworn  testimony  of  Eugene  dolman  pre^den^^^^ 

Oil  Co.  of  New  Jersey  before  the  Railroad  Commission  of  Texas,  May  17, 

Mr.  Holman.  So  much  has  been  said  and  xvTitten  and  so  much  heat  has  been 
generated  about  the  effect  of  imports  that  I want  to  take,  first  of  a,ll,  a very  few 
minutes  to  explain  our  position  on  the  matter.  Afterward  I shall  present  t e 
figures  you  have  requested  and  try  to  answer  any  questions  you  may  ask. 

®In  theXst  place,  I want  to  emphasize  that  we,  like  you,  are  vitally  interested 
in  the  continued  health  of  the  domestic  industry.  We  are  doing  we 

can  to  maintain  a strong  and  healthy  industry  in  this  country.  We  know  that 
it  would  be  unsound  to  flood  this  country  with  imported  oil,  even  if  such  a pro- 
cf'duro  were  Dhvsicfllly  or  finftTiciRlly  possible.  ^ r *i  ■ 

But  in  add?tiL  to  these  factors,  Jersey  doesn’t  want  to  see  '“^4^ 

the  domestic  industry  because  we  are  a part  of  that  domestic  industry.  e 
have  made  very  large  investments  in  this  country,  and  we  would  be  poor  busi 
SmmtodS  If  we  did  anything  to  impair  their  long-term  value.  I can  tell 

vnii  that  mv  associates  and  I are  thoroughly  aware  oi  that.  xt  x*  i 

^ The  Jersey  Co.  subscribes  to  the  national  oil  policy  adopted  by  National 
Petroleum  Council,  including  its  sections  on  irnports.  Accordingly,  we  belie 
that  imports  of  crude  and  products  into  the  United  States  should  always  be 
considered  in  relation  to  their  effect  upon  the  long-range  preservation  of  the 
natfonal  security,  the  welfare  of  the  American  consumer  and  the  domestic  industry 

and  thf*  sound  growth  of  international  trade.  ^ 

Very  briefly  the  history  of  Jersey  affiliates’  crude  imports  into  the  United 
States^has  been  this:  In  1921  our  affiliates  were  importing  an  average  of  98,000 

bSS  per  daT  of  crude  oih^  They  imported  an  average  fhe 

dav  of  crudes  during  the  20-year  period  before  \\  orld  War  11.  In  J.J4/,  tne 
co^esponding  average  was  87,000  barrels  per  day.  Beginning  in  1948  imports 
S eJS^wSf  stepped  up  as  rapidly  as  possible  to  meet  a serious,  though  tempo- 
rary oil  shortage^that  confronted  most  of  the  country.  Then,  when  it  became 
apparent  in  December  1948,  that  domestic  crude  oil  was  again  coming  into  good 
siwly,  J^^ersey  Standard’s  affiliates  began  to  cut  crude  oil  imports 
possible  They  made  successive  reductions  m crude  imports  from  160,000 
Er^rS  a day  in  January  1949,  to  75,000  barrels  a day  in  February  of  this  year 
Their  crude^imports  for  the  first  quarter  of  1950  have  averaged  about  7o,000 
tols  I day  compared  to  an  average  of  127,000  barrels  a day  for  the  first  quarter 
of  last  year.  ’ Their  present  average  rate  of  importing  crude  is  less  than  that  in 

will  rise  during  1950,  so  that  there  will  be 
IncmasIdTrude  requhem^^^^  of  the  Rookies  more  tlian  400  000  barrels  t*r 
dav  Ser  bv  the  end  of  this  year  than  the  average  over  the  fimt  4 months  of  the 
veL  Even  so  we  do  not  expect  crude  oil  imports  by  our  affiliates  to  increase 
Ibove  £ 75  000  barrel  per  day  average  which,  in  accordance  with  our  message 
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to  the  House  Small  Business  Committee  last  January,  has  been  maintained  since 
early  this  year,  and  is  being  maintained  now. 

Now,  let  me  comment  briefly  about  residual  fuel  oil. 

Residual  fuel  oil  from  domestic  United  States  sources  has  for  many  years  sup- 
plied the  great  bulk  of  all  the  consumption  of  residual  fuel  in  this  country.  This 
is  even  true  in  the  area  of  heavy  consumption  covered  by  districts  I and  III 
the  Eastern  Seaboard  and  the  Gulf  Coast  States,  where,  from  1946,  through  1949’ 
an  average  of  80  percent  of  the  total  residual  fuel  sold  came  from  domestic  refiner- 
ies. For  the  whole  area  east  of  the  Rockies  for  those  years,  the  corresponding 
average  was  84  percent.  Thus  it  is  clear  that  the  bulk  of  the  domestic  residual 
fuel  supplies  has  come  from  domestic  sources — and  still  does. 

As  we  have  explained  a number  of  times  in  the  recent  past,  it  is  our  conviction 
that— under  the  program  which  our  affiliates  follow — their  imports  of  residual  fuel 
oils  are  necessary  to  supplement  the  domestic  supply.  During  March  of  this  year 
the  weather  along  the  east  coast  was  colder  than  normal.  Coal  supplies  were 
running  out.  There  was  nothing  to  fill  the  gap  except  additional  heavy  fuel  oil 
supplies.  There  was,  therefore,  a sharp  increase  in  the  demand  for  residual 
fuel  and,  since  protection  of  consumers’  needs  is  one  of  our  primary  considerations, 
our  affiliates  increased  residual  imports  to  meet  those  needs. 

The  colder-than-normal  weather  persisted  through  April,  coal  was  still  short, 
and  residual  fuel  imports  had  to  continue  at  only  slightly  less  than  the  March 
level.  As  many  of  you  know,  residual  fuel  stocks  throughout  the  United  States 
in  April  1950  were  about  17,000,000  barrels  lower  than  they  were  in  April,  1949 — 
a reduction  of  almost  one-third.  They  are  still  only  at  a minimum  working 
level.  If  the  needs  of  customers  were  to  be  met — if  a fuel  crisis  on  the  east  coast 
were  to  be  avoided — we  had  no  choice,  but  to  import. 

In  general,  our  fuel  oil  imports  are  used  to  supplement  the  supplies  available 
from  refineries  of  our  domestic  affiliates  and  by  purchase  from  other  refineries  eco- 
nomically tributary  to  our  affiliates’  markets.  ‘ We  cannot  meet  our  total  demand 
for  fuel  oil  from  these  domestic  supply  sources  today,  simply  because  heavy  fuel 
oil  cannot  be  made  economically  from  domestic  crude  except  on  a byproduct  ba.sis. 
Production  of  residual  fuel  oil  in  amounts  greater  than  those  available  as  a by- 
product, means  deliberate  down-grading  of  higher-valued  crude  oil  to  lower-valued 
fuel  oil,  the  value  of  which  is  set  at  a level  below  that  of  crude  oil  by  competition 
with  other  sources  of  energy — chiefly  coal.  In  this  situation,  the  alternatives  to 
the  refiner  would  be  either  to  accept  heavy  losses  or  deliberately  to  give  up 
business  to  coal.  In  either  case,  the  domestic  oil  producer  would  gain  little  or  no 
volume  and  the  consumer  would  lose  much. 

I hope  you  will  see,  from  what  I have  said,  that  the  factors  applying  to  crude 
oil  imports  and  the  effects  of  them  differ  greatly  from  the  factors  governing  resid- 
ual fuel  imports  and  their  effects.  Nevertheless,  in  considering  oil  imports 
statistics  most  people  treat  imports  of  crude  and  of  residual  fuel  oil  as  a single 
total.  This  practice,  naturally,  swells  the  import  figure  and  thus  can  be  mis- 
leading. I think  we  can  help  the  public  and  ourselves  to  understand  the  import 
problem  much  more  clearly  if  we  bear  in  mind  the  great  distinction  between 
imports  of  crude  and  imports  of  residual  fuel  oil.  That  distinction  should  be 
made  in  reporting  and  considering  the  statistics  and  in  trying  to  draw  conclusions 
from  them. 

Our  company  has  a great  stake  in  the  domestic  economy.  We  are  always 
mindful  of  the  paramount  importance  of  our  national  security  and  the  part  oil 
plays  in  it.  Our  firmly  stated  policy  is  to  take  no  action  that  is  not  in  the  long- 
range  interest  of  the  consumer,  the  general  public,  and  the  domestic  industry — 
and  believe  me,  gentlemen,  we  do  not  consider  that  we  have  departed  from  that 
policy,  nor  do  we  intend  to. 

We  are  certain  that  oil  industry  problems  must — in  the  industry’s  own  inter- 
est— be  solved  by  the  industry,  and  not  by  running  to  Washington  for  Federal 
legislation,  which,  in  our  opinion,  would  prove  to  be  most  unsound. 

And  now  I shall  proceed  to  the  statistical  information  you  have  requested. 

Testimony  of  United  States  Government  Departments  and 

Agencies 

On  June  15,  1949,  a subcommittee  heard  witnesses  from  the  Depart- 
ment of  Defense,  Department  of  Commerce,  and  Department  of 
Interior. 

The  principal  aspects  of  the  situation  dealt  tvith  by  the  three  wit- 
nesses are  varied  and  do  not  lend  themselves  to  general  summariza- 
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tion.  Attention  is  particularly  directed  to  the  statement  of  Admiral 
Biggs,  since  it  deals  with  military  security,  a factor  which  has  bewme 
of  paramount  importance  m the  investigations  of  the  import  probem 
Excerpts  from  the  testimony  of  the  three  witnesses  follow: 

Rear  Adm.  Burton  B.  Biggs,  Executive  Secretary  of  Munitions  Board 

Petroleum  Committee 

(Excerpts  from  testimony  in  Washington,  D.  C.,  on  June  15,  1949) 

I\Ir  Chairman,  members  of  the  committee,  the  question  of  oil  is  one  of 
concern  to  the  National  Military  Establishment.  In  response 
I am  pleased  to  testify  on  the  subject  in  executive  session.  Z 

encompasses  economic  and  political  factors  as  well  as  military,  but  my  comments 
are  directed  specifically  to  the  military  aspects  of  petroleum 

Imports  and  exports  of  petroleum  have  a bearing  on  the  potential  ^ ? 

of  the  military  services  and  the  Nation  as  a whole  m event  of  war.  inis 
sLn  clearly  by  a review  of  the  sources  of  supply  for  the  war  machine.  The 
supplies,  in  addition  to  those  currently  needed  by  the  military,  may  be  ma 

available  from— 

(6)  E^xpanded  exploration,  development  and  production,  including  produc- 
tion from  military  petroleum  reserves. 

' (d)  Suppfies  formerly  exported  to  markets  nonessential  during  war,  or  areas 

Two  points  of  interest  to  the  National  Military  .Establishment  relating  t^ 
exports  and  imports  appear  to  be  in  conflict.  The  desire  for  adequate  petroleum 
resources  for  tL  distant  future— or  the  long-term  view— prompts  interest  m 
conservation  of  -oserves  in  the  ground  and  the  use  of  supplies 
to  conserve  the  resources  in  the  zone  of  interior  and 

of  the  Middle  East  as  a source  of  supply  for  Europe  c°^^sistent  v ith  th^m^^^^ 
However,  preparedness  for  the  immediate  future— or  the  near-term 
a desire  for  a high  level  of  developed  production  m readily  accessible  areas  at  all 
times.  The  first  thought  on  conservation  of  resources  earned  to  f 

result  in  no  actual  production  in  the  United  States;  and  the  second  thought  o 
high  level  of  production  carried  to  a comparable  extreme  would  tend  to  encourage 
production  of  such  quantities,  as  would  be  necessary  to  supply  the  entire 
which  is  physically  and  economically  impossible,  thereby  resulting  in  heavy 

denletion  of  the  domestic  natural  resources.  , 

Reserves  which  are  undeveloped  provide  no  energy  for  the  machines  of  war. 
It  is  the  fields  that  are  producing,  or  capable  of  producing  on  short  notice,  that 
are  tangible  military  ass^ets.  However,  fields  need  not  be  in  full  production  to 
represent  means  of  military  support  but  only  capable  of  full  production.  From 
the  viewpoint  of  military  effort  alone,  shut-in  production,  representing  production 
Dotential  over  and  above  peacetime  needs,  is  a clear-cut  advantage. 

^ The  potential  productive  capacity  of  the  United  States  alone  would  be  seriously 
inadeauate  in  event  of  a major  war.  Therefore,  it  is  necessary  to  took  to  the 
other 'areas  which  would  appear  to  be  freely  accessible  during  war.  These  areas 
are  located  in  the  Western  Hemisphere.  Considerations  of  national  security, 
SethS  S an  economic,  political,  or  military  nature,  should  clearly  recognize 

the  essentiality  of  Western  Hemisphere  oil  in  event  of  war.  • „ 

Under  the  current  concepts  of  the  problein,  should  there  be  a war  m the  near 
fii+iiro  nnd  with  nrpsent  estimates,  all  the  oil  production  of  the  Western  Hemi- 
sphere’ would  be  required  to  meet  the  requirements  of  the  United  States  military 
torces  and  essential  civilian  demand  of  the  hemisphere,  with  some  allowances  for 
the  allies.  There  would  be  none  to  spare;  and  the  rationing,  at  best,  would  need 

^^Storu?d  tlfe  Western  Hemisphere,  as  a whole,  becoine  dependent  on  Extern 
Hemisnhere  oil  in  the  future,  as  indicated  by  large  net  imports,  and  then  should 
Eastern  Hemisphere  supplies  be  denied  the  United  States,  it  is  certain  that  the 
reTuritv  S the  United  States  would  be  limited  by  inadequate  petroleum  supplies 
and  a war  effort  weakened  in  proportion  to  that  oil  shortage.  On  the  other 
if  the  Western  Hemisphere  should  continue  as  a large  net  exporter,  a penalty 
may  be  paid  in  the  future  through  depletion  of  natural  resources. 

ThSeFore  the  National  Military  Establishment  favors  a reasonable  balance  for 
the  Western  Hemisphere  as  a whole  between  imports  and  exports  with  the  view 


94  EFFECTS  OF  OIL  IMPORTS  ON  DOMESTIC  PRODUCERS 


of  avoiding  any  unnecessary  drain  on  Western  Hemisphere  supplies  in  event  of 
war.  Oil  for  war  is  a hemisphere  problem  rather  than  solely  a domestic  problem; 
and,  therefore,  some  differentiation  seems  warranted  between  imports  into  the 
United  States  from  Western  Hemisphere  count  ries  and  imports  from  non- Western 
Hemisphere  sources. 

Our  current  analysis  indicates  that  the  Western  Hemisphere  is  rapidly  approach- 
ing a balance  between  exports  and  imports;  whereas  in  the  past  it  has  been  a rather 
large  net  exporter. 

It  is  indicated  that  a near  balance  will  be  reached  by  1951  or  1952,  and  that  the 
Western  Hemisphere,  speaking  of  it  as  a whole  and  not  solely  the  United  States, 
may  become  a net  importer  by  1953  and  1954.  The  figures  are  merely  prelimi- 
nary forecasts,  and  the  trend  is  subject  to  many  influences. 

If  this  is  a true  evaluation  of  the  trend,  it  would  appear  from  the  viewpoint  of  the 
National  Military  Establishment  that  there  is  no  great  danger  of  heavy  depend- 
ency on  Eastern  Hemisphere  sources  within  the  immediate  future,  but  there  may 
be  danger  in  this  respect  a few  years  hence.  There  is  alwaj'^s  the  possibility  of 
rapid  changes  in  the  petroleum  situation  which  may  upset  the  best  possible 
analyses  made  at  this  or  any  other  time. 

However,  should  imports,  now  or  in  the  future,  reach  such  proportions  as  to 
seriously  discourage  exploration  and  development  in  the  United  States,  the  result 
would  be  contrary  to  the  interests  of  national  security.  It  is  also  considered  con- 
trary to  the  interests  of  national  security  if  exploration  and  development  in  the 
other  areas  of  the  Western  Hemisphere  were  seriously  discouraged  either  by 
imports  from  the  Eastern  Hemisphere  or  by  severe  restrictions  on  imports  into 
the  United  States  from  the  other  Western  Hemisphere  countries.  Political  reper- 
cussion, as  well  as  direct  economic  factors,  may  accompany  severe  restrictions  on 
imports  from  other  Western  Hemisphere  countries  and  adversely  affect  potential 
wartime  production  in  the  hemisphere. 

Your  committee,  in  exploring  all  aspects  of  the  problem,  may  conclude  that 
some  limitation  on  imports  is  necessary.  If  so,  and  legislation  is  enacted,  it  is 
hoped  that  full  consideration  and  recognition  is  given  to  the  fact  that  in  event  of 
war  the  United  States  and  such  allies  as  it  may  have  will  need  all  the  available 
petroleum  in  the  Western  Hemisphere,  and  that  any  developments  that  tend  to 
reduce  potential  availability  in  the  Western  Hemisphere  during  war  would  have 
an  adverse  impact  on  the  security  of  the  United  States. 

It  is  not  my  intent  to  discuss  aspects  of  strategy,  but  it  is  obvious  that  proximity 
to  the  United  States  is  a major  factor  in  security  of  simply  of  petroleum  during 
war.  In  this  regard,  the  recent  oil  developments  in  Canada  assume  great  im- 
portance. Whereas  the  source  of  oil  restricted  by  import  regulations  may  not  be 
a direct  consideration  in  respect  to  the  United  States  domestic  peacetime  economy, 
it  is  of  special  importance  from  the  standpoint  of  strategy  and  war  supply. 

In  conclusion,  there  are  three  points  that  I would  like  to  emphasize: 

1.  The  interest  of  the  National  Military  Establishment  in  expanding  oil  devel- 
opment by  areas  in  order  of  priority  is  first,  the  continental  United  States;  secondly, 
the  Western  Hemisphere,  and,  thirdly,  other  world  areas. 

2.  Prompted  by  interest  in  supplies  of  petroleum  for  the  distant  future,  the 
National  Military  Establishment  has  concern  over  conservation  of  the  petroleum 
reserves  in  the  ground  in  those  areas  representing  the  greatest  probable  accessi- 
bility during  war;  but  first  consideration  for  preparedness  must  be  in  a high  level 
of  developed  production  in  those  areas.  Oil  reserves  that  must  be  developed 
after  the  start  of  a war  will  probably  contribute  only  minor  quantities  to  that 
war  effort,  but  shut-in  production  is  an  immediate  military  asset. 

3.  Strategic  concepts  change  as  the  economic,  political,  and  military  strengths 
of  nations  change.  The  opinions  which  I have  expressed  reflect  the  current  out- 
look on  the  situation  for  the  near  term.  Should  legislation  be  enacted  pertaining 
to  imports,  it  is  believed  that  flexibility  should  be  emphasized  in  order  that  ad- 
justments may  be  made  as  dictated  by  economic  changes  in  foreign  countries  as 
well  as  our  own. 

Loring  K.  Mact,  Office  of  International  Trade,  United  States 

Department  of  Commerce 

(Excerpts  from  testimony  in  Washington,  D.  C.,  on  June  15,  1959) 

The  Department  of  Commerce  is  a bit  concerned  about  the  alarming  gap 
between  total  exports  and  total  imports  from  and  to  the  United  States.  That  is 
not  just  petroleum  but  all  commodities.  This  imbalance,  wdll  be  most  critical  as 
loans  to  foreign  countries  are  decreased.  Therefore,  w’e  must  look  to  every 
possible  means  to  establishing  dollars  in  the  various  foreign  countries. 
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Incidentally,  in  connection  with  this,  it  should  be  pointed  out  . 

business  liandles  a considerable  volume  of  those  exports  from  the  , 

I will  not  cover  any  further  than  the  Admiral  already  has  on  the  seciirity  a.  P 
of  it.  We  are  interested,  of  course,  in  keeping  the  fields  particularly  m the 
Hemisphere  operating,  and  there  are  many  of  those,  particularly  those  exporti  g 
to  the  United  States,  which  are  operated  by  United  States  firms.  . . , 

With  the  known,  or  at  least  proven  resources  in  petroleum  m the  Unitea&taws 
compared  to  those  in  other  areas,  and  the  heavy  consumption  in  the 
compared  with  other  areas,  it  is  the  concern  whether  in  peacetime  or  war  to  keep 

those  fields  open  and  available. 

Edward  B.  Swanson,  Oil  and  G.\s  Division  of  United  States  Department 

OF  THE  Interior 

(Excerpts  from  testimony  in  Washington,  D.  C,,  on  June  15,  1949) 

Interior  has  felt  right  along  that  it  is  possible  to  import  too  little  as  well  as  too 
much  oil.  If  too  little  oil  is  imported,  then  the  domestic  *li^  or 

top  speed,  produce  at  the  maximum  amount.  Any 

human  being  that  runs  constantly  at  top  speed  wears  out  ^ ^ p u ig 

reserve  that  is  necessary  with  which  to  sprint  or  meet  an  emergency  when  it  is 

ne^ssary  much  is  imported,  then  the  development  that  Admiral 

Biggs  spoke  about  is  retarded. 

******* 

At  the  present  moment,  sir,  there  is  no  evidence  to 
too  much  The  measure  of  that  would  be  the  degree  of  drilling  actn  ity,  tne  m 

terest  in  discoveries.  The  data  that  are  available  up  to 

we  are  drilling  more  wells  this  year  so  far  than  we  drilled  last  f ® 

finding  more  oil  deposits,  more  gas  wells,  more  gas  resources, 

develo%d  so  far  thfe  year’ than  last  year.  And,  if  that  is  a measure  of  the  health 

of  an  industry,  we  would  say  that  the  industry  is  healthy. 

The  subcommittee  requested  the  appearance  of  officials  from  the 
State  Department  in  the  early  part  of  1950  The  Secretary  of  State 
requested  a postponement  of  this  hearing  due  to  the  fact  that  nego- 
tiations  between  his  department  and  the  British  were  at  a critical  sta^e 
and  that  he  had  fears  for  the  effect  of  a public  announcement  on  the 

Department’s  policy  at  that  time. 

Officials  from  the  State  Department,  however,  did  consult  with  the 

subcommittee  and  confidentially  advised  them  of  developments  and 
attitudes  then  current.  The  Department  has,  sm^  that  time,  kept 
the  subcommittee  advised  of  all  develo^ents.  On  April  5,  1950, 
Willard  Thorp,  Assistant  Secretary  for  Economic  Affairs,  appeared 
before  the  special  Subcommittee  on  Petroleum  of  the  House 
mittee  on  Interstate  and  Foreign  Commerce  and  presented  the  De- 
partment’s views  at  that  time.  To  avoid  a duplication  of  effort,  the 
substance  of  this  statement  has  been  incorporated  in  this  subcom- 
mittee’s record  and  is  set  forth  below  . 

Aspects  of  International  Petroleum  Policy  i 

Stated  most  generally,  the  Department  of  State’s  interest  in  petmleum  derives 
from  its  rSnffbilities  W the  conduct  of  our  foreign  relations  Oil  is  essential 
to  the  economic  well-being  of  most  countries.  The  value  of  oil  moving  in  inter- 
natioLl  HacE  exceeds  that  of  any  other  commodity.  Oil  enters  into  our  foreign 
traTboth  ?n  th^  and  export  side.  In  an  emergency,  assuming  no  ma- 

terial’change  in  domestic  supply  and  demand,  we  shall  need  large  quantities  of  oil 

^’^olrprliSion  2 S%SomiSnrignificance  to  certain  countries  and  areas, 
notabl?  vSezuela  and  the  Middle  East.  Its  development  and  sale  accounted  for 

“TTT  7 * hv  Willard  L Thorp,  Assistant  Secretary  for  Economic  Affairs,  before 

thefpec^rsu^om^^^^^  the  House  Committee  on  Interstate  and  Foreign  Commerce  on 

April  5,  1950. 
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26  percent  of  the  total  direct  United  States  private  foreign  investment  existing 
abroad  at  the  end  of  1948  and  for  75  to  80  percent  of  such  new  investments  made 
in  the  past  3 years.  It  is  on  the  operations  and  investments  of  oil  companies  that 
the  economic  development  of  the  oil-producing  areas  largely  depends. 

Even  if  there  were  no  American  company  interest  in  the  large  and  important 
foreign  oil  industry,  petroleum  would,  nevertheless,  affect  foreign  relations  and, 
therefore,  be  of  interest  to  the  Department.  It  is  even  more  the  case  because 
American  'oil  companies  have  such  extensive  and  widespread  interests  in  all  phases 
of  the  foreign  oil  industry.  The  relations  of  American  oil  companies  in  producing 
countries  are  usually  with  governments,  and  their  marketing  operations  are  ex- 
tensively subject  to  decisions  by  foreign  governments  affecting  imports  and  sales. 

In  a very  real  sense,  therefore,  oil  and  the  operations  of  oil  companies  affect 
foreign  relations.  And  in  view  of  the  complex  and  interrelated  nature  of  the  inter- 
national oil  trade,  any  significant  action  affecting  the  foreign  or  domestic  activities 
of  the  United  States  oil  industry  has  extensive  economic  repercussions  upon  our 
foreign  economic  and  political  interests. 

As  this  general  statement  is  illustrated  by  my  later  comments  on  specific 
points  of  your  inquiry,  I shall  not  discuss  it  further  in  my  prepared  statement. 
An  elaborate  presentation  of  pertinent  facts  has  been  set  forth  previously,  par- 
ticularly in  the  publication  Oil  Concessions  in  I'^oreign  Countries, ^ in  the  hearings 
in  June  1945  pursuant  to  Senate  Resolution  36  concerning  American  petroleum 
interests  in  foreign  countries,  and  in  my  later  statement  on  February  5,  1948, 
before  the  Petroleum  Subcommittee  of  the  House  Committee  on  Armed  Services. 

I might  say  before  leaving  this  point  that  the  Department's  necessary  interest 
in  the  foreign  aspects  of  American  oil  operations,  and  in  the  effect  on  our  foreign 
relations  of  decisions  regarding  petroleum,  should  not  be  interpreted,  as  it  some- 
times seems  to  be,  as  an  indication  of  a lack  of  interest  in  the  domestic  industry. 
That  is  not  the  case.  We  believe,  however,  it  is  essential  that  our  position  on 
oil  questions,  as  on  other  questions,  be  based  on  the  total  national  interest  which 
is  frequently  a broader  concept  than  the  special  interests  of  particular  segments 
of  the  United  States  economy.  We  also  believe  that  American  concerns  operating 
in  foreign  areas  are  no  less  American  because  they  operate  abroad.  Both  as 
corporations  and  as  employers  of  American  citizens,  their  example,  their  activities, 
and  their  contributions  to  industrial  development  and  economic  well-being 
abroad  may  be  more  influential  in  promoting  a democratic  way  of  life  and  free 
enterprise  than  any  governmental  actions.  American  business  interests  abroad, 
of  which  the  United  States  petroleum  industry  is  the  largest,  deserve  and  should 
receive  the  strong  support  of  the  Government. 

It  seems  to  me  that  I might  speak  briefly  on  tlie  extent,  location,  and  importance 
of  the  foreign  oil  interests  of  American  nationals,  on  the  closely  related  import 
and  sterling-dollar  oil  problems,  and  finally  on  the  proposal  to  establish  a 
Petroleum  Policy  Council. 

EXTENT,  LOCATION,  AND  IMPORTANCE  OF  AMERICAN  PETROLEUM  INTERESTS  IN 

FOREIGN  COUNTRIES 

Outside  of  the  United  States  and  Russia,  the  important  oil  producing  areas  are 
Venezuela,  the  Middle  East,  and  Indonesia.  Mexico  also  produces  a substantial 
amount  of  oil,  and  Canada  is  potentially  very  promising. 

United  States  companies  produce  roughly  two-thirds  of  Venezuela's  output, 
about  45  percent  of  the  Middle  East  output,  and  about  38  percent  of  the  output 
in  Indonesia.  They  have  a substantial  interest  in  the  Canadian  developments 
but  relatively  minor  interests  in  Mexico  at  this  time.  In  1949,  they  produced 
about  50  percent  of  the  oil  produced  outside  of  the  United  States  and  eastern 
Europe.  According  to  a recognized  authority,  they  controlled  at  the  beginning  of 
1949  reserves  of  about  7}i  billion  barrels  in  South  America,  16  billion  in  the  Middle 
East,  and  probably  1 billion  barrels  elsewhere.  The  total  is  undoubtedly  higher 
today.  It  is  equivalent  to  about  45  percent  of  the  world  total  outside  the  United 
States  and  slightly  less  than  the  total  proved  reserves  of  the  United  States. 

American  companies  distribute  about  40  pcTcent  of  the  oil  sold  abroad.  In 
production,  refining,  and  distribution  facilities  they  had  invested  over  3 billion 
dollars  abroad  by  the  end  of  1948.  Over  500  million  dollars  was  invested  each  year 
in  1947  and  1948,  and  probably  as  much  in  1949.  The  flow  of  new  capital  and  the 
dollar  payments  for  oil  royalties  and  wages  have  been  highly  important  in  support- 
ing and  developing  the  economic  life  in  the  producing  areas.  They  have  made 
possible,  or  the  companies  have  been  directly  responsible  for,  construction  of 

* H.  Doc.  97,  6Sth  Cong.,  1st  sess. 
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harbor  facilities,  roads,  railroads,  hospitals,  schools,  agricultural  development,  and 

health  and  sanitation  projects.  ^ • x + 

In  the  strategically  located  Middle  East,  the  United  States  has  an  impor^nt 
interest  in  a continuing  political  and  economic  stability.  Political  stability  is  to  a 
large  degree  dependent  on  the  economic  well-being  of  the  general 

economic  well-being  depends  in  turn  largely  on  oil  operations  in  which  Amencan 
companies  have  extensive  interests.  In  Latin  America,  our  oil  companies  have 
close  at  hand  the  additional  oil  which  other  witnesses  before  other  committees 
have  testified  would  be  needed  in  an  emergency.  At  the  same  time,  oil  operations 
in  Venezuela  have  made  possible  not  only  a high  level  of  trade  with  the  United 
States  (one-half  billion  dollars  worth  of  United  States  exports  last  year)  but  have 
been  an  outstanding  example  of  the  merits  of  free  enterprise  working  in  a free 
economy.  It  would  be  substantial  loss  in  a commercial,  political,  and  strategic 
sense  and  seriously  harmful  to  our  national  inb?rest  if  the  overseas  petroleum 
operations  of  American  companies  should  be  seriously  curtailed. 

OIL  IMPORTS 

The  question  of  oil  imports  naturally  raises  some  issues  which  are  not  easily 
resolved.  The  oil  industry  is  one  in  which  imports  and  exports  have  been  an  im- 
portant factor  in  its  growth  and  development,  and  few  would  questiOT  that  im- 
ports have  a place  in  our  oil  economy.  What  seems  to  be  at  issue  is  their  ap^o- 
priate  level.  But  in  considering  this  question,  it  is  frequently  overlooked  that 
the  bulk  of  our  oil  imports  are  drawn  from  the  foreign  operations  of  American  oil 
companies,  who  have  American  stockholders,  pay  United  States  taxes,  employ 
American  personnel,  buy  substantial  quantities  of  American  equipment,  require 
militarily  important  tankers,  and  own  crude  oil  reserves  and  facilities  overse^ 
from  which  large  supplies  of  oil  were  drawn  in  the  last  emergency  and  would  be 
drawn  in  another  emergency.  These  overseas  interests  of  Amerman  oil  coinpanies 
are  a decided  national  asset  and  are  a matter  of  concern  to  the  Department. 

Until  December  1948,  when  both  domestic  production  and  imports  reached  their 
highest  levels  up  to  that  time,  it  is  not  believed  that  oil  imports  had  constituted  any 
problem.  Demand  had  substantially  outstripped  supply  during  the  war  yeare 
and  it  took  time  for  production  to  catch  up.  Even  as  late  as  the  winter  of  1947-48, 
we  had  an  oil  shortage  in  this  country.  But  during  1948  production  finally  over- 
took demand,  large  quantities  of  oil  went  to  increase  stocks,  and,  early  in  1949, 

the  first  production  cuts  were  put  into  effect.  , 

The  Department  of  State  has  no  doubts  about  the  need  for  a strong  and  active 
domestic  oil  industry.  The  Department  would  cooperate  fully  in  measures  neces- 
sarv  to  prevent  serious  injury  should  imports  threaten  the  domestic  industry. 
But  after  considerable  study  of  this  problem  over  the  past  18  months,  the  Depart- 
ment is  unable  to  conclude  that  the  domestic  industry  has  been  seriously  injured 
by  imports  to  date  or  is  threatened  with  serious  injury  by  those  expected  in  the 

^^The^facts,  as  we  understand  them,  are  that,  despite  a reduction  in  domestic 
production,  the  petroleum  industry  was  operating  in  1949,  and  wiU  be  m 1950,  at 
a verv  high  level,  generally  second  only  to  the  exceptional  levels  of  1948  and  even 
in  excess  of  those  levels  in  some  of  the  most  important  respects  indicative  of  the 

industry's  vigor  and  well-being.  i . mjn  j * 

Despite  a reduction  of  8.4  percent  in  domestic  production  in  1949  compared  to 
1948  (or  a decline  of  11.3  percent  from  the  peak  level  of  December  1948),  the  1949 
output  was  50  percent  above  the  1935-39  average.  It  wa^s  about  equal  to  the 
1947  output  which  was  the  second  highest  annual  production  in  United  States 
historv  and  which,  at  the  time,  was  considered  a very  successful  record.  It  is 
frequently  overlooked  in  making  comparisons  with  1948  that  stock  additions  in 
that  vear  were  nearly  300,000  barrels  daily,  or  more  than  5 percent  of  production. 
Stock  building  was  necessary  at  the  time  but  could  not  have  been  expected  to 
continue  indefinitelv.  In  1949,  there  was  a smaU  decline  in  stocks  in  contrast  to 
thP  substantial  additions  in  the  previous  year.  In  1949,  when  production  w^ 
466  000  barrels  daily  less  than  in  1948,  the  discontinuance  of  nearly  300,000  barrels 
daily  of  stock  additions  was  more  important  in  the  curtailment  of  domestic  pro- 
duction than  imports,  which  increased  only  125,000  barrels  dai^^  in  the  same 
period  Another  factor  in  the  decline  was  a decrease  of  some  40  OOO  barrels  daily 
in  exports  Notwithstandirig  these  changes,  it  is  probable  that  there  would  have 
been  less  concern  about  imports  had  domestic  dexnand  advanced  even  moderately, 
as  it  normally  does,  instead  of  remaining  static  as  it  did  because  of  the  mild  winter 
months  in  1949  and  the  industrial  recession  in  midyear. 
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r Not  withstanding  the  fact  that  1949  was  the  second  best  rather  than  the  best 

year,  it  is  relevant  to  note  what  was  happening  in  regard  to  some  of  the  other 
measures  of  the  well-being  of  the  domestic  industry.  In  regard  to  drilling  activity, 
according  to  industry  trade  journals,  1949  was  within  2 percent  of  the  re^cord  1948 
in  the  number  of  wells  drilled.  It  was  in  exc<?ss  of  any  previous  year  in  footage 
drilled  and  wildcat  completions.  The  forecast  for  1950  by  the  same  sources 
indicates  a continuance  of  drilling  activity  at  approximately  the  1949  levels. 

In  the  matter  of  prices  of  crude  oil,  1949  was  within  2 percent  of  the  1948  level, 
30  percent  above  1947,  140  percent  above  the  1935-39  average,  and  was  the  second 
highest  year  since  1920. 

In  the  matter  of  employment,  according  to  the  Bureau  of  Labor  Statistics, 
average  monthly  employment  of  production  and  related  workers  in  the  crude  oil 
and  natural  gas  production  industry  in  1949  was  practically  the  same  as  in  1948. 
In  1949,  the  average  hours  of  work  and  wages  were  slightly  above  the  average  of 
1948.  If  drillers,  rig  builders,  and  some  white  collar  employees  connected  with 
the  production  of  crude  oil  and  natural  gas  are  included,  employment  in  1949 
averaged  slightly  higher  than  in  1948. 

Profit  data  are  not  readily  available  for  1949  for  any  large  segment  of  the  oil 
production  branch  of  the  industry.  Any  conclusions  in  regard  to  profits  must 
therefore  be  based  upon  the  returns  of  a small  number  of  companies  and  upon 
certain  important  indices  that  directly  relate  to  income.  Costs  were  undoubtedly 
higher,  but  production  having  been  about  equal  in  1949  to  production  in  1947  and 
the  crude  oil  price  on  the  average  having  been  about  30  percent  higher  in  1949  than 
in  1947,  income  should  not  have  fallen  below  and  was  probably  much  above  the 
1947  levels,  which  were  then  regarded  as  highly  satisfactory  and  were  well  above 
any  of  the  15  previous  years’  returns  to  the  industry.  It  is  generally  concluded, 
and  the  records  of  several  companies  whose  returns  have  recently  been  published, 
support  the  view  that  income  in  1949  was  exceeded  only  by  the  very  high  levels  of 
1948. 

Since  December  1948,  partly  because  imports  have  been  available,  the  United 
States  has  developed  a reserve  productive  cai>acity  of  nearly  a million  barrels  a 
day,  which  is  a security  asset  of  considerable  value,  an  asset  which  we  enjoyed  in 
prewar  days  but  did  not  have  at  the  end  of  1948  when  record  production  was 
attained. 

You  have  certainly  had  it  called  to  you  attention  that  the  reduction  in  domestic 

K reduction  was  substantially  more  severe  in  Texas  in  1949  than  elsewhere  in  the 
ration.  Over  90  percent  of  the  466, 000- barrel  decline  was  in  that  State  alone. 
In  percentages,  Texas  declined  about  17.3  percent  from  1948  levels;  whereas,  all 
other  States  as  a group  declined  about  1 percent.  No  other  State  declined  as 
much  as  Texas,  and  some  increased  production  relative  to  1948.  Notwithstanding 
the  decline,  drilling  activity  in  Texas  was  the  highest  since  1937,  and  in  terms  of 
wildcats,  total  footage  and  "total  completions  were  well  above  1948.  Employment 
was  higher  in  Texas  in  1949  than  in  1948.  Prices  for  Texas  oil  were  virtually 
unchanged. 

The  emphasis  of  my  statement  has  been  on  the  1949  record,  which  for  the  sake 
of  brevity  I have  discassed  in  terms  of  averages.  We  are  aware  of  the  short- 
comings of  averages,  but  our  study  of  the  more  detailed  statistics  indicates,  in  our 
view,  that  they  support  the  conclusions  we  have  presented.  Statistics  are  avail- 
able for  only  1 or  2 months  of  1950  regarding  most  activities  of  the  oil  industry  and 
are  insufficient  for  any  general  conclusions.  Forecasts  by  the  Bureau  of  Mines 
and  authoritative  trade  sources  regarding  1950  support  the  concision  that  imports 
do  not  threaten  serious  injury  to  the  domestic  producer.  Imports  for  the  first  6 
months,  according  to  the  principal  importers,  are  expected  to  equal  750,000 
barrels  a day,  notwithstanding  the  record  imports  of  885,000  barrels  daily  in 
January.  The  750,000  barrel  level  is  approximately  the  level  which  imports 
reached  in  the  last  quarter  of  1949,  Demand  is  expected  to  be  somewhat  higher 
in  1950  than  in  1949.  (In  the  first  quarter  of  1950,  it  was  apparently  well  above 
last  year.)  Drilling  programs  are  said  to  be  about  the  same  as  last  year,  indica- 
tive of  continuing  activity  at  high  levels. 

There  arc  two  other  aspects  of  the  import  question  which  I should  like  to  men- 
tion briefly.  One  concerns  the  nature  of  our  imports,  and  the  other,  the  extent 
to  which  a high  level  of  United  States  exports  to  Venezuela  depends  on  United 
States  imports  of  oil. 

As  a rough  generalization,  about  two-thirds  of  our  imports  consist  of  crude  oil, 
and  the  remainder,  of  heavy  fuel  oil.  The  latter  product  is  needed  in  the  Eastern 
United  States  where  its  consumption  is  particularly  heavy.  The  total  demand  in 
the  area,  for  onshore  purposes,  foreign  trade  bunkers  and  export,  cannot  normally 
be  met  economically  from  domestic  output  in  the  East  and  Gulf  coast  areas. 


II 


eptects  of  oil  imports  on  domestic  producers  99 

The  National  Petroleum  Council’s  Committee  on 

heavy  Sel  oil  imports  are  to  a considerable  extent  offset  by  offshore  > 

largely  as  bunkers.  Without  imports  of  this  Particular  product  it  ^ 
to  sav  that  the  domestic  price  would  increase  substantially  with  ^ ^ utilities 

S Skets  to  other  fuels  and  resultant  cost  increase 

shipping  companies,  and  other  major  consumers,  notwithstanding  the  aD  y 

some  to  convert  to  other  fuels.  Kv  fhp  American 

The  effects  of  a substantial  limitation  of  imports  would  be  felt  by  . . + 

companies  producing  abroad  and  their  stockholders.  A ^ about 

rS?cent  of  consumption  would,  for  example,  reduce  their 

M percent  of  total  Imports  by  about  360,000  barrels  « 

300  000  barrels  compared  with  an  import  level  of  7o0,000  barrels  oaiy.  ^ 
rSiction  would  be  about  five  times  as  great  as  the  amount  affected  by  f he  present 

sterling  area  restrictions  which  have  occasioned  so  ™uch  ^ecen  substantial 
add  lion.  American  export  interests  whose  foreign  sales  depend  to  g substanti^ 
degree  on  the  dollar  income  of  oil-producing  countries  would 
affected.  The  most  important  such  case  is  Venezuela. 

Venezuela’s  foreign  exchange  is  derived  from  oil  opsrations.  Tjnited  States 
Ve  ezSa’s  production  is  exported  directly  or  indirectly  to  fbe 

prTdpally  b?  American  companies  “ E^orTsiles  ?n  ml  andiSTa 

variSy  of  things  which  other  Americans  currently  sell  to  Venezuela. 

STEBLING-DOLLAR  OIL  PROBLEM 

SeSeTthafui^rtht  p^^^  is  solved  Amerkan  oompames  wffl  be  forced  to 

normally  supply  40  to  oO  ° dollars  either  in  an  absolute  sense  or  relative 

Virtually  all  countries  are  for  exam  and  dollar  deficit  in 

to  soft  currencies.  In  the  ®f«!^bng  area  tor  exa  p^^^^  g account  was  about  45 

1949  amounted  to  .5  b^f  ^ ^ which  can  be  purchased  for  sterling,  is 

percent  of  the  total.  in  sufficient  quantities  to  permit  some  substitu- 

Won  oMt  tiriing  aiea  and  third  countries  for  their  normal  purchases  of 

““Kiig  area  import 

States  company  oil  sales  in  ste  g a British  would  have  to 

panics  are  “Of  under  the  Anglo-American  financial  agreement 

convert  that  sterling  into  “““a  s British  w'ould  be  paving  dollars  on 

behalf  of  third  countries  lor  lu  pu  xv,„_„f„re  unable  to  compete  on  the  same 

not  afford.  Americ^  ■‘;°’wYom^anips  to  maintain  and  expand  their  sales  abroad, 
currency  terms  with  British  eompanies  to  mai^^^^^^^  h generally  recognized.  The 
The  need  of  fbe  nondollar  area  to 

rxSc|=  SpS"^  — 

Uffited  Sel  politicllTd  ^ 

wise  take,  and  the  U^uf^  to  conserve  a nation’s  supiffy  of  dollars, 

dollar  products  may  be  “ece.^ry  United  States  view  that  discnmi- 

In  the  sterlmKrdobar  oil  ca^  ^.here  an 

equWMcTdolta°^avln8  can  be  Lchievcd  by  adjustments  In  the  operations  of 
iSrc»ram  paidlSgefy'^n  dollars.  British  companies  are  further  dependent 
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on  imports  of  certain  supplies  and  equipment  from  the  dollar  area.  There  is  thus 
a substantial  and  unavoidable  part  of  British  production  fcosts  which  is  incurred 
in  dollars.  This  factor  is  the  one  which  may  be  the  most  important  in  finding  a 
solution  making  possible  dollar  saving  to  oil  importing  countries  without  the 
necessity  of  a large  displacement  of  dollar  oil  in  world  markets. 

Ihis  problem  developed  during  the  past  year.  The  first  important  quantity  of 
American  oil  affected  was  in  the  case  of  Argentina  where  the  British  undertook, 
in  the  Anglo-Argentine  Agreement  signed  in  June  1949,  to  make  available  for 
sterling  payment  virtually  all  of  Argentina’s  import  requirements,  about  40,000 
barrels  per  day  of  w'hich  had  formerly  been  supplied  by  American  companies 
and  which  had  represented  about  42  percent  of  Argentina’s  oil  imports.  In 
November,  the  British  announced  that  they  would  have  available  in  1950  an 
additional  4,000,000  tons,  or  about  75,000  barrels  daily  of  sterling  oil  surplus  to 
the  marketing  requirements  of  British  companies  as  they  existed  at  that  time  and 
that  effective  January  1,  1950,  in  order  to  save  dollars,  this  oil  would  be  substituted 
for  an  equivalent  anaount  of  oil  being  purchased  from  American  companies.  The 
effective  date  of  this  action  w'as  postponed  to  February  15.  Its  effect  was  to 
eliminate  all  the  fuel  oil  formerly  supplied  to  the  sterling  area  by  American  com- 
panies and  one-third  of  the  gasoline  formerly  supplied  by  them  to  the  United 
Kingdom.  With  additional  displacements  in  other  markets,  it  is  estimated  that 
sterling  oil  has  now  displaced  about  135,000  barrels  daily  of  dollar  oil.  This  is  [ 
equivalent  to  about  9 percent  of  the  total  overseas  production  of  American 
companies. 

This  Government  is  seriously  concerned  not  only  in  regard  to  the  current  dis- 
placement but  also  in  regard  to  continuing  and  increasing  displacement.  While 
time  would  be  required  for  the  construction  of  facilities  and  large  sums  would  be  | 

needed  for  investment  in  these  facilities,  the  extent  of  British  oil  resources  is  such  , 

as  to  place  no  effective  limit  on  the  amount  of  displacement  of  dollar  oil  in  foreign 
markets,  so  long  as  present  exchange  and  trade  controls  exist.  The  reason  for 
our  concern  regarding  such  displacement  is  suggested  by  my  earlier  reference  to 
the  commercial,  political,  and  strategic  value  of  American  oil  concessions  and 
facilities  overseas. 

We  have  been  talking  with  the  British  since  last  September  regarding  this 
problem  with  interruptions  to  permit  them  or  us  to  consider  the  other’s  views, 
to  prepare  additional  position  papers,  and,  in  our  case,  to  consult  with  various 
agencies  of  government  and  the  affected  United  States  companies. 

In  February,  the  British  submitted  proposals  involving  substitution  of  up  to 
4 million  tons  of  United  States  company  oil  by  British  company  oil  in  the  sterling 
area  but  providing  the  possibility  of  additional  sales  by  United  States  companies 
in  the  sterling  area  and  in  third  country  markets  under  certain  conditions  which 
would  insure  the  British  against  any  dollar  cost  on  account  of  such  additional  sales. 

The  United  States,  on  March  29,  after  carefully  considering  the  British  pro- 
posals, presented  a memorandum  suggesting  modifications  of  these  proposals 
which,  if  accepted,  would  provide  a solution  permitting  dollar  savings  to  the 
Britkh  and  the  retention  of  outlets  for  American  company  oil.  In  essence,  these 
modifications  suggest  that  American  companu'S  be  permitted  to  compete  to  sell 
oil  for  sterling  in  the  sterling  area  and  in  third  markets  to  the  extent  that  their 
own  oil  has  been  displaced  or  would  otherwise  be  displaced  by  sterling  oil.  For 
such  sales,  they  would  receive  in  dollars  the  average  dollar  cost  of  producing 
an  equivalent  amount  of  sterling  oil,  and  the  remaining  sterling  would  have  to  be 
used  for  certain  types  of  expenditures  in  the  sterling  area.  It  could  not  be 
accumulated  in  burdensome  amounts. 

It  should  be  pointed  out,  however,  that,  while  the  American  companies  w'ould 
be  expected  to  adjust  their  operations  to  reduce  their  dollar  costs  on  amounts 
sold  under  these  proposals  they  would  still  receive  dollars  equivalent  to  100 
percent  of  the  value  of  their  sales  in  the  sterling  area  and  elsewhere  not  affected 
by  displacement.  Since  91  percent  of  the  overseas  production  of  United  States 
companies  is  not  now  affected  by  such  displacement,  the  adjustments  which  may 
be  necessary  under  the  proposals  currently  relate  to  only  some  9 percent  of  their 
overseas  operations. 

In  our  view,  the  proposal  should  go  far  to  meet  the  British  problem,  since, 
under  it,  they  will  save  the  same  amount  of  dollars  as  it  would  be  possible  to 
save  by  substituting  British  company  oil.  that  is,  approximately  50  million 
dollars,  on  an  annual  basis  and  at  the  same  time  they  would  have  assurance 
again  indirect  or  eventual  dollar  drain  through  the  provisions  with  regard  to 
sterling  accumulations.  This  approach  is  helpful  to  the  American  companies, 
which  have  in  general  recognized  the  dollar  difficulties  of  the  British  and  their 
possibilities  of  saving  dollars  on  oil  account. 
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Likewise,  the  subcommittee  has  incorporated  the  statement  of 
Thomas  C.  Blaisdell,  Jr.,  Assistant^  Secretary  of  Commerce,  who 
appeared  before  the  same  subcommittee  on  March  7,  1950.  ihis 
statement  follows : 

Statement  of  Thomas  C.  Blaisdell,  Jr.,  Assistant  Secretary  of  Commerc^^ 
Before  the  Subcommittee  on  Petroleum  and  Federal  l o^  er  of  t 
Committee  on  Interstate  and  Foreign  Commerce,  House  of  Represent 
TivEs,  March  7,  1950 

About  a year  and  a half  ago  at  hearings  before  the  Committee  on 
and  Foreign  Commerce  of  the  House  of  Representatives  we  discussed  various 
phases  of  the  petroleum  situation.  At  that  time  there  vvas  a shortage  world 

supply  of  petroleum  and  efforts  were  made  so  to  regulate  exports  of  petroleu 
products  as  not  to  aggravate  domestic  shortages  and  so  to  regulate  the 
vital  materials,  especially  steel,  in  such  a manner  as  to  obtain  maximum 
production  at  home  and  abroad.  Even  at  that  time,  however, 
indications  of  easing  in  the  supply  situation,  as  I testified,  which  indications  have 

^^"rhiiT morning  I want  to  direct  your  attention  to  three  major 

petroleum  imports,  the  current  dollar-sterling  problem,  and  export  controls. 

Today  the  petroleum  situation  is  still  m something  of  a turmoil  for  a different 
reason,  namely,  a surplus  of  available  production  that  has  developed  both  o- 
domestically  and  abroad.  The  domestic  and  world  shortage  of 
peded  petroleum  production  in  1947  and  1^48  was  almost  e^ntirely^ 

1949  and,  except  for  production  lost  because  of  the  strike  in  the  steel  . 

the  recurring  stoppages  in  coal  production,  would  long  since  have  been  a thing 
of  thlpiS  As  it  is,  there  is  no  evidence  that  production  of  petroleum  was  mate- 
rially affected  in  1949  or  has  been  thus  far  in  19o0  because  of  inadequacy  m the 
supplies  of  casing,  drill  and  line  pipe,  of  structural  shapes,  or  of  concrete  reinforcing 

bars  reaching  the  petroleum  industry.  , • .i. 

Crude  oil  proven  reserves  and  quantities  available  for  economic  production 

have  increased  markedlv  in  the  United  States  but  they  have  increased  to  a greater 
extent  abroad,  particularlv  in  the  Middle  East.  This  increase  in  available  supp  y 
has  exceeded  the  growth  in  demand,  so  that  available 

American,  is  being  held  in,  both  domestically  and  abroad.  Jhe  impact  of  this 
Dresent  world  “surplus”  on  American  overseas  intereste  is  aggravated  by  the 
world  shortage  of  dollars  and  the  recent  action  of  the  British  in  curtailing  cct- 
tain  market/ of  American  companies  for  the  avowed  purpose 
British  dollar  deficit.  Domestically,  the  cub-back  in  production  v\hich  has  been 
occasioned  by  the  excess  of  available  supply  over  demand,  has  been  made  more 
painful  to  American  producers  of  crude  oil  by  the  growth  in 
petroleum  and  petroleum  products  during  the  past  year  or  tivo.  There  is  con 
siderable  belief  that  such  imports  have  already  injured  the^domestic  oil  industry 
and  that  they  will  continue  to  grow  and  cause  serious  damage.  The  related 
problems  of  petroleum  imports  and  dollar  oil-sterling  oil  are  major  cOTcer^  of 
the  Department  of  Commerce.  Their  ramifications  and  implications  affect  most 
S the  responsibilities  with  which  the  Department  is  charged.  Detailed  comment 

I^orts  of  petroleum  into  the  United  States  are,  of  course,  not  new. 
has  been  a substantial  United  States  import-export  trade  in  crude  oil  and  finished 
products  for  a number  of  years.  Imports  have  consisted  largely  of  crud^e  oil  and 
Law  fuel  oil,  while  exports  have  been  comprised  of  the  more  highly  refined  prod- 
ucts L addition  to  crude  oil.  A considerable  proportion  of  crude-oil  imports  are 
specialty  crude  (from  which  wax  and  certain  types  of  l^bricatmg  oils  and  asphM^ 
are  derived)  and  heavw  crude  for  the  production  of  residual  Biel_  oil.  The  im 
ports  of  the  latter  type  of  crude  are  equivalent  in  effect  to  the  importation  of 

""^^With  respect  to  residual  fuel  oil,  a large  proportion  of  ii^orts  both  in  bond 
and  dutv  paid— are  employed  as  foreign  trade  bunkers  aiM  consumed  outside 
the  United^  States.  Such  bunker  supply  on  the  Gulf-East  coast  area  approx- 
imatL  70  percent  of  total  residual  imports  into  the  same  area  during  the  firet 
half  of  1949.  By  their  nature,  therefore,  'a  sizable  porportion  of  crude  and  resid- 
ual fuel  oil  imports  can  be  said  to  complement  U nited  States  supplies  rather  than 

dis^la^ce^them.of  imports  is  significant  The  major  sources  have 

been  Venezuela  and  the  Netherlands  V est  Indies,  which  together  accounted  for 
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approximately  76  percent  of  total  petroleum  impprts  in  1949.  The  Middle  East 
supplied  only  about  12  percent  of  the  total.  The  great  bulk  of  all  these  petroleum 
imports  originated  in  foreign  concessions  owned  by  affiliates  or  subsidiaries  of 
American  oil  companies  which  have  huge  investments  abroad.  It  must  be 
remembered,  moreover,  that  these  companies  are  bona  fide  American  companies 
owned  by  American  stockholders  and  as  such  deserve  the  support  of  the  United 
States  Government  to  the  same  extent  as  United  States  industry  here. 

In  balance,  the  United  States  has  traditionally  been  a net  exporter  of  petroleum, 
but  the  heavy  imports  of  the  past  2 years,  the  postwar  shortage  of  products 
domestically,  and  sizable  reductions  in  exports  resulting  from  governmental 
restrictions  on  exports  and  the  general  dollar  shortage  abroad,  have  brought  about 
a reversal  in  the  traditional  position.  The  extent  of  this  change  to  a net  importer 
basis  and  the  relatively  rapid  rate  at  which  it  occurred  are  revealed  by  the  fact 
that  in  less  than  5 years  time  a shift  of  over  550,000  barrels  per  day  has  occurred, 
converting  the  1944  net  export  balance  of  319,000  barrels  per  day  to  a net  import 
balance  of  255,000  barrels  daily  for  the  first  9 months  of  1949, 

In  these  balances  foreign  trade  bunkers  and  shipments  from  the  United  States 
by  and  for  the  United  States  military  abroad  are  not  included  as  exports.  Since 
these  were  approximately  70,000  and  164,000  barrels  daily,  respectively,  during 
1949,  their  inclusion  as  exports  would  have  reduced  the  import  balance  from 
255,000  to  21,000  barrels  per  day. 

Notwithstanding  the  different  net  balances  that  may  be  secured  through  vary- 
ing the  statistical  approach,  it  remains  clear  that  imports  have  been  growing 
larger  relative  to  exports. 

These  increased  imports  of  1949  undoubtedly  contributed  to  some  extent  to 
the  decline  of  United  States  domestic  crude-oil  production  during  that  period. 
There  were,  however,  other,  more  important,  contributing  factors,  such  as  the 
leveling  off  of  domestic  demand,  the  decline  of  exports,  the  discontinuance  of 
stock  building,  and  the  withdrawal  from  stocks  for  consumption.  The  decline 
in  domestic  demand  from  the  December  1948  level,  which  approximated  13  per- 
cent for  the  period  January-July  1949,  was  probably  the  most  important  single 
factor  in  the  fall  in  production  during  the  same  period,  by  reason  of  the  predom- 
inant place  held  by  domestic  demand  in  the  total  demand  for  petroleum. 

It  is  questionable  whether  this  decline  in  production  has  been  materially  in- 
jurious to  the  industry  as  a whole.  Probably  the  greatest  and  the  most  long- 
lasting  effect  that  might  be  expected  from  protracted  curtailment  of  domestic 
crude  petroleum,  whatever  its  cause,  would  be  the  impairment  of  the  industry's 
incentive  to  search  for  and  develop  new  resources.  However,  exploration  and 
development  activity  continued  at  a high  level  during  1949  despite  the  decline 
in  production.  Although  the  full  1949  total  fell  below  the  record  year  1948,  the 
difference  of  2.5  percent  was  slight.  Moreover,  the  amount  of  footage  drilled 
during  1949  was  over  6 percent  greater  than  1948,  a new  record.  It  is  true,  of 
course,  that  the  impact  of  a decline  in  production  on  drilling  w'ould  be  somewhat 
delayed  by  reason  of  the  fact  that  plans  and  arrangements  for  drilling  are  made 
in  advance  and  once  made  are  not  easily  altered.  But  there  is  little  in  the  drill- 
ing records  of  the  last  few  months  of  1949  and  in  the  predictions  for  1950  which 
suggest  that  a substantial  decline  in  drilling  activity  is  imminent. 

I might  observe  at  this  point  that  the  drilling  and  production  records  set  by  the 
domestic  oil  industry  in  1948  indicate  that  the  domestic  oil  industry  got  its  fair 
share  of  steel  for  development  and  exploration  daring  this  period  of  steel  shortage. 
The  committee  will  recall  its  anxiety  in  this  regard  and  the  assurances  extended  by 
the  Department  when  last  we  testified. 

It  is  noteworthy  that  most  of  the  cuts  in  drilling  have  been  made  in  the  Ap- 
palachian region  largely  as  a result  of  lower  prices  for  the  crude  of  that  area. 
Texas,  wffiere  the  great  proportion  of  the  total  United  States  cut  in  crude  oil 
production  has  occurred,  completed  12  percent  more  wells  in  1949  than  in  1948. 
Oklahoma,  Louisiana,  Kansas  and  Illinois,  among  the  States  high  in  completions, 
also  registered  gains  for  the  period. 

Of  overall  drilling  activity  during  1949,  that  connected  with  exploration  (as 
opposed  to  development  drilling)  showed  a sizable  gain  of  3.5  percent  over  |the 
previous  year.  As  in  the  case  of  total  completions  Texas  continued  to  exceed 
significantly  the  national  average  of  gain  over  1948  in  the  number  of  exploratory 
w'ells  completed. 

These  drilling  statistics  indicate  that  the  health  of  the  domestic  oil  industry  has 
been  maintained.  The  impact  of  future  imports  may  be  heavier,  however. 

Estimates  of  anticipated  imports  and  exports  for  the  year  ending  July  1950, 
by  the  10  principal  companies  involved  in  such  trade,  indicate  that  imports  will 
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be  at  a substantial!}'  higher  level  the  first  half  of  1950  than  the  average  of 

1949.  The  course  of  imports  after  July  1950  is  less  certain.  As  United  otar 

demand  rises,  imports  may  rise.  It  is  possible  that  the  current 

difficulty  and  the  foreign  refining  expansion  program  will  accelerate  this 

accentuMe  the  size  of  imports.  If  this  ensues,  and  if  domestic  demmid  do^^ 

not  grow  at  a sufficiently  rapid  rate,  it  is  not  unlikely  that  United  States  productio 

will  be  restrained  below  the  level  it  might  otherwise  reach  It 

determine  in  advance  the  extent  and  severity  of  such  a decline.  I he 

of  a diminution  in  the  industry’s  incentive  to  explore  and  develop  resources 

certainly  exists,  however  near  or  remote  it  may  be. 

The  question  of  imports  of  petroleum  goes  deeper  than  their  nnpact 
domestic  oil  producing  industry.  The  significance  to  that  industry  must  be 
weighed  against  the  importance  of  imports  to  our  national  economy  and  our 

naUon  trade  of  the  United  States  in  crude  oil  and  petroleum  prod- 

ucts, for  example,  is  an  important  segment  of  our  total  trade, 
approximately  5 percent  of  our  exports  and  about  7 percent  of  our  tntal  import^ 
The  growing  proportion  of  total  United  States  imports  represented  by  petroleum 
imports  points  up  another  significant  feature  of  our  international  m oi  , 

namely,  its  contribution  to  the  import  side  of  the  over-all  United 
position.  With  a further  reduction  in  the  exports  of  high  \ alue 
products  likely,  this  contribution  of  petroleum  imports  to  closing  the  dollar  gap 

will  become  more  important.  , 

Imports  are  significant  to  the  national  economy  in  yet  another  respect.  Those 

from  the  Caribbean  serve  the  very  useful  function  of  facilitating 

of  crude  oil  and  selected  products  to  vital  geographic  areas  of  the  United  btates 

with  a high  economy  of  transportation.  By  doing 

domestic  Supplies  during  periods  of  shortage,  imports 

of  petroleum  products  to  American  consumers  and  eliminate  short-run  fluctuations 
in  nrices  w'hich  might  otherwise  result  from  variation  in  supply. 

Imports  are  also  of  significance  to  the  United  States  insofar  as  they  bear  on  our 
economic  and  political  relations  with  other  nations.  Our  national  commercial 
policy  is  non-discriminatory  trading  and  freer  trading  throughout  the  Pjj 

Fmports  are  one  reflection  of  our  w'illingness  to  practice  what  we  preach.  Rediiction 
in  imports  by  Government  restrictions  at  times  of  high  level  prosperity  is  difficult 
to  sustain.  Any  such  reduction  would  also  bear  directly  on  our  relation.s  with 
foreign  oil  producing  countries.  Curtailment  of  shipments  to  the  United  Stotes 
wJuld  mean  in  all  likelihood  the  curtailment  of  production  and,  therefore,  a reduc- 
tion in  the  income  of  those  countries  affected.  The  implications  of  this  to  nations 
wSse  economies  are  built  primarily  on  oil  are  grave  and  would  inevitably  react  to 

the  impairment  of  our  relations  with  those  governments. 

There  are  also  undoubtedly  questions  pertaining  to  ISaUonal  Security  inherent 
in  any  consideration  of  petroleum  imports.  Since  the  Department  of  I^efeuse 
is  primarUy  responsible  for  such  matters,  I shall  not  comment  except  insofar  as 
security  is  related  to  more  general  economic  considerations. 

S problem  of  sizable  imports  will  be  further  complicated  as  the  result  of  the 
discovery  of  large  oil  deposits  in  western  Canada.  As  these  are  developed  the 
normal  market  will  include  the  Plains  States  of  this  country  while  eastern  Canada 
continues  to  receive  supplies  from  eastern  United  States.  In  fact  United  States 
and  Canadian  supplies  would  be  interchangeable  and  the  question  w’ould  be  the 

°®Thfs1nv%ved  problem  of  imports  will  be  with  us  for  some  time,  not  only  for 
reasons  already  indicated  but  primarily  because  of  the  growth  of  demand  in  the 

Uffited  States  It  seems  highly  probable  that  in  meeting  this  demand  we  should 
unuea  Diaies  foreign  oil  and  conserve  our  national  supplies  and  that 

thls  fhouTte  doirin  as  to  matalain  the  oil  industry  with  a 

sufficiS  return  to  keep  production  and  reserves  at  the  necessary  high  levels, 
sufficient  t problem,  cited  earlier,  is  complicated  and  contro- 

veiial  It  involves  efforts  of  the  United  Kingdom  to  restore  her  economic 
strength  and  United  States  assistance  to  this  end.  It  involves  also  a whole  host 
S Sr  mSr  considerations,  such  as  our  nationa  security,  political  and  economic 
?elat  oL  with  other  friendly  nations,  legitimate  commercial  interests  of  the 
UffitS  StMes,  American  investments  abroad,  and  finally  the  fundamental  private 

of  the  chief  elements  in  the  over-nil  dollar 
of  to  United  Kingdom  and  the  sterling  area.  Kot  unnaturally  the 
United  KiigdoS  Governmint  has  been  making  strenuous  efforts  to  reduce  the 
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dollar  drain  occasioned  by  oil.  This  is  expected  of  her.  But  so  peculiar  is  the 
world  petroleum  industry  that  steps  taken  by  the  British  in  pursuit  of  this  objec- 
tive also  infringe  to  varying  degrees  upon  the  various  interests  of  the  United 
States  just  enumerated.  If  present  indications  materialize,  United  States  com- 
panies will  suffer  a substantial  loss  of  market  outlets  for  their  oil  products.  This 
will  in  turn  affect  United  States  concessions  abroad,  since  without  adequate 
markets  United  States  companies  will  be  comj)elled  to  reduce  crude  oil  produc- 
tion. This  reduction  will  affect  the  income  of,  and  may  prejudice  the  companies' 
relations  with,  the  governments  of  the  countries  in  which  their  concessions  are 
located.  I refer  to  the  operations  in  countries  such  as  Venezuela  or  Saudi  Arabia. 
The  economic  damage  to  friendly  foreign  powers  or  the  loss  of  some  of  these 
concessions  would  affect  the  national  security  or  other  interests  of  the  United 
States. 

It  was  to  resolve  these  various  conflicts  that  conversations  with  British  Govern* 
ment  representatives  were  undertaken  last  ^ptember.  These  discussions, 
which  have  continued  at  irregular  intervals  since  that  date,  have  served  to  clarify 
many  of  the  issues  inherent  in  the  intricate  problem.  Many  of  the  major  differ- 
ences remain  unresolved,  however,  so  negotialions  between  the  parties  are  con- 
tinuing. In  light  of  this  fact,  there  is  little  more  than  can  properly  be  said  at 
this  time.  The  Department  of  Commerce  is,  of  course,  deeply  concerned  and  is 
collaborating  with  other  interested  agencies  of  the  United  States  Government  and 
the  American  oil  companies  involved  in  working  to  find  a satisfactory  settlement 
to  this  issue. 

A third  problem  that  deserves  comment  is  that  of  export  control.  This,  of 
course,  is  not  peculiar  to  petroleum,  but  it  involves  petroleum  to  a greater  extent 
than  many  other  commodities  by  reason  of  the  strategic  nature  of  petroleum 
products.  When  the  Department  of  Commerce  last  testified,  exports  of  these 
materials  were  under  relatively  close  control,  with  shipments  to  individual  countries 
being  regulated  by  quotas.  The  supply  situation  at  that  time  warranted  such 
restrictive  treatment.  It  will  be  recalled  that  the  winter  of  1947-48  was  character- 
ized by  shortages  of  fuel  oil  in  many  spots  throughout  the  United  States.  Our 
primary  concern  then  was  to  retain  for  use  in  this  country  the  greatest  possible 
proportion  of  United  States  supplies  available  in  the  United  States.  At  the  same 
time  we  were  meeting  some  of  the  most  essential  requirements  of  some  other 
countries. 

Since  that  time  the  petroleum  situation  has  altered  radically,  moving  as  we 
have  noted,  from  a world  short  supply  situation  to  one  of  at  least  temporary 
abundance-  The  need  for  exercising  control  over  exports  of  petroleum  and  pro- 
ducts continues,  but  the  compelling  reason  is  different.  Today  the  primary 
consideration  is  security.  No  modern  industrial  economy  or  mechanized  war 
machine  can  function  without  sizable  quantities  of  petroleum  products.  This 
makes  it  imperative  that  we  control  the  movement  of  this  vital  commodity. 

Under  the  Export  Control  Act  of  1949  the  Department  of  Commerce  is  charged 
with  the  administration  of  export  control.  Many  other  agencies  are  involved, 
however,  by  reason  of  the  diverse  considerations  involved.  This  is  especially 
true  of  petroleum,  because  of  its  highly  technical  nature. 

These  brief  descriptions  in  the  preceding  paragraphs  of  three  major  problems 
serve  to  give  some  idea  of  the  Department  of  Commerce  approach  to  petroleum. 
The  national  economy  requires  an  adequate  fuel  supply  both  in  peacetime  and 
in  wartime.  In  this  respect  we  must  give  consideration  to  fuel  costs  to  consumers 
and  to  the  interrelation  of  coal,  gas,  and  oil  if  adequate  fuel  supplies  are  to  be 
available  for  the  Nation. 

The  international  field  has  problems  no  less  important  and  perhaps  even  more 
direct.  The  limited  demands  abroad,  coupled  with  the  world  oil  abundance, 
involves  a host  of  considerations.  The  interests  of  United  States  oil  companies, 
national  commercial  policy,  our  economic  relations  with  foreign  governments, 
and  the  matter  of  foreign  investments  by  United  States  nationals — all  these  are 
matters  in  which  the  Department  of  Commerce  is  concerned. 

The  subcommittee  received  complaints  that  the  Economic  Coopera- 
tion Administration  was  assisting  in  financing  an  European  refinery 
expansion  program,  which  program  would  result  in  capacity  surplus 
to  European  needs,  and  this  surplus  might  possibly  invade  United 
States  markets. 

Dr.  Oscar  E.  Bransky,  acting  chief,  Petroleum  Branch,  Economic 
Cooperation  Administration,  was  called  as  a witness  and  a portion  of 
his  testimony  is  as  follows : 
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Dr.  Oscar  Bransky,  Petroleum  Branch  of  Economic  Cooperation 

Administration 

(Excerpts  from  testimony  in  Washington,  D.  C.,  on  November  30,  1949) 

EGA  has  been  faced  with  a series  of  major  problems  in  the  petroleum  field 
the  very  beginning  of  its  operations.  However,  the 

changed  radically.  When  EGA  commenced  operations  on  April  3,  1948,  the  w oria 
oil  shortage  was  still  critical.  America  itself  was  short  of  oil,  and  it  was  impera- 
tive that  EGA  avoid  increasing  the  domestic  shortage  by  financing  the  shipment 

too  much  oil  to  Europe.  . . - 

As  a matter  of  fact,  section  112  (b)  of  the  Economic  Cooperation  Act  ^of  1.  8 

states  that — *‘the  procurement  of  petroleum  and  petroleum  products 

shall,  to  the  maximum  extent  practicable,  be  made  from  petroleum  sources  outside 

the  United  States."  _ . . i.  i « 

The  implementation  of  the  intent  of  the  Congress  required  not  only  a thoroug 

screening  of  consumption  estimates  made  by  the  countries  participating  in  i e 
European  recovery  program  but  also  a most  careful  price  policv,  since  it  was  ot> 
vious  that  any  approval  by  EGA  of  premium  prices  would  have 
supplies  from  the  domestic  market  and  would  probably  have  bad  an  inflationary 

effect  on  prices  in  the  United  States  domestic  market.  ^ . .. 

Added  to  the  problem  of  the  price  that  was  proper  for  EGA  financing  tor  on 

produced  in  the  continental  United  States  was  the 

for  oil  produced  by  American  companies  in  the  Caribbean  and  the  Middle  East  and 

traditionally  sold  for  dollars.  , • t>  n «r^/^  AmorJnflTi 

Under  the  stimulus  of  the  shortage,  the  oil  companies  British  and  Anieric^. 

both  operating  world-wide,  had  made  plans  in  the  postv'^  period 

rapidly  their  crude-oil  production  and  refinery  capacity.  The 

ceedcd  so  well  in  carrying  out  their  plans  that  by  late  1948  supplies  of  many 

nroducts  were  approximately  in  balance.  • * 

Furthermore,  demand  in  the  United  States,  which  represents 
three-fifths  of  the  world’s  demand,  did  not  increase  as  rapidly  in  1948  and  1949 
as  it  had  been  expected  to  do.  As  a result,  the  industry  is  now  faced  with  a 

surplus  of  crude  oil  and  of  products.  ^ .1.  *i  • « 

Coupled  with  the  normal  competitive  incentive^^of  the  oil  companies  expand 

output  in  order  to  meet  increasing  demand  has  been  the  strong  ^ 

countries  participating  in  the  European  recovery  plan  to  expand  their  own 
refining  facilities  in  order  to  save  dollars  and  other  foreign  exchange  wherever 

^°There  was  no  question  that  a large  amount  of  expansion  was  justified  in  order 
to  meet  the  expanding  world  demand,  and  there  was  also  no  question  that  it  was 
ECA’s  assignment  under  a congressional  mandate  to  help  the 
save  dollars  where  possible.  Oil  is  the  largest  single  item  in  the  dollar  budget 
of  the  participating  countries,  and  savings  of  dollars  on  oil  imports  thus  ranked 

hieh  on  the  list  of  priorities  of  those  countries. 

Blit  at  the  same  time,  broad  considerations  of  national  policy  made  it  essential 
that  EGA  do  its  best  to  prevent  a degree  of  overexpansion  that,  because  of  the 
dollar  shortage,  would  seriously  reduce  the  market  outlets  for  American-owned 
oil  and  thus  jeopardize  American-owned  concessions  in  foreign  lands. 

EC\  has  alwavs  tried  to  follow  a balanced  approach  to  this  problem.  We 
have  recognized  that  oil  represented  one  of  the  largest  immediate  potential  dollar 
savings  a^ilable  to  the  participating  countries.  JAe,  as  w^ll  as  industry,  ha\e 
recognized  also  that,  had  there  been  no  Marshall  plan,  these  countries 
have  had  to  give  an  even  higher  priority  to  the  expansion  of  nondollar  crude-oil 

otS  wwds,^th^^leSS7rs  they  had,  the  more  they  would  have  spent  on 
netroleum  equipment.  Very  few  dollars  would  have  been  spent  on  the  purchase 
^ oil  from  American  companies  and  the  dollar  expenditure  for  oil  would  have 
been  reduced  verv  rapidlv  as  nondollar  oil  became  available. 

As  it  irthe  provision  6f  EGA  aid  has  helped  to  keep  the  American  companies 
op^i^aUng’abrord  in  business.  It  has  softened  the  impact  of  the  d^lar  shortage 
on  their  operations  and  has  given  them  a chance  to  think  the  problem  through. 
They  have  been  able  to  devise  plans  to  attempt  to  meet  the  situation  which  will 
prevail  by  the  time  the  European  recovery  program  comes  to  an  end. 

^ MTiatever  EGA  does  or  does  not  do  regarding  the  petroleum  expansion  plans 
of  the  participating  countries,  nondollar  oil  will  inevitably  be  available  in  much 
larger  ouantities  than  before  EGA  started  its  operations.  It  is  also  obvious 
that  as  long  as  the  dollar  shortage  persists  abroad,  it  is  going  to  be  more  difficult 
to  sell  oil  for  dollars  than  it  will  be  to  sell  oil  for  soft  currencies. 
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In  substance  the  remainder  of  Dr.  Bransky’s  testimony  was  to  the 
effect  that  the  expansion  program  would  undoubtedly  cause  some 
loss  of  markets  for  American  exporters.  However,  he  doubted  that 
it  would  result  in  an  invasion  of  American  markets  if  the  program  was 
restricted  to  reasonable  limits.  At  a later  appearance  before  the 
subconunittee  (November  30,  1949)  Dr.  Bransky  gave  assurance  that 
these  limitations  had  heen  imposed. 

Testimony  of  State  Authorities 

The  subcommittee  heard  testimony  from  governors  and/or  oil  con- 
servation officials  in  the  States  of  Texas,  Kansas,  Mississippi,  Loui- 
siana, Arkansas,  Oklahoma,  New  Mexico,  and  members  of  the  staff 
interviewed  industry  representatives  in  the  State  of  California. 
California  has  no  oil  conservation  statutes  comparable  to  the  other 
States,  and  the  only  semblance  of  regulatory  authority  is  an  industry 
conservation  committee  composed  of  California  oil  producers. 

Space  will  not  permit  setting  forth  in  detail  the  effects  or  threatened 
effects  on  the  various  States  as  attributed  to  excessive  oil  imports. 
A reasonable  summary  of  the  position  of  the  various  State  officials 
would  be: 

1.  That  effective  restrictions  should  be  imposed  to  preclude  exces- 
sive imports; 

2.  That  cut-backs  in  production  resulted  in  depletion  of  State 
revenues  with  the  resultant  effects  of  retarding  State  educational 
programs ; 

3.  A general  economic  set-back  for  the  State  occurs  when  oil  pro- 
duction is  curtailed ; 

4.  Curtailment  of  production  results  in  less  development  of  the 
natural  resources  of  the  State,  and ; 

5.  The  administration  of  State  conservation  programs  is  hampered 
hy  the  uncertainties  of  domestic  market  conditions  caused  by  unpre- 
dictable and  inequitable  increases  in  foreign  oil  imports. 

The  following  excerpts  from  the  testimony  of  these  officials  reflect 
their  position  on  the  import  situation: 

Hon.  Beatjford  H.  Jester,  Governor  of  Texas 

(Excerpt  from  letter  to  committee,  May  13,  1949;  second  resolution  referred  to 
in  letter  not  included  as  it  pertains  to  another  subject,  natural  gas) 

The  State  of  Texas, 

Executive  Department, 

Austin,  Tex.,  May  IS,  1949. 

Hon.  Wright  Patman, 

United  States  Congressman, 

Washington,  D.  C. 

Dear  Congressman  Patman:  At  the  last  quarterly  meeting  of  the  Interstate 
Oil  Compact  Commission  in  Jacksonville,  Fla.,  on  May  9 through  II,  two  resolu- 
tions were  passed,  copies  of  which  are  enclosed. 

I deem  these  resolutions  of  such  vital  importance  that  I hasten  to  call  your 
attention  to  same.  They  set  out  some  strong  truths  and  within  themselves  tell 
a story  that  the  leaders  of  Texas  and  the  Nation  should  know  and  heed.  I cer- 
tainly hope  you  will  give  them  your  study  and  thought,  and  use  your  wise  and 
excellent  counsel  and  leadership  to  obtain  the  results  sought. 

Best  regards. 

Yours  most  sincerely. 


Beauford  H.  Jester. 
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Resolution 

The  proper  administration  of  the  conservation  laws  of  the  several  oil-  and 
producing  States  and  the  prevention  of  physical  waste  of  oil  and  gas  by  premat 
abandonment  of  wells  with  the  resultant  loss  of  vital  productive  capacit^^^ 
proved  underground  reserves  of  crude  oil  of  approximately  4,000,00U,UUU 
under  stripper  wells  alone  and  by  the  prevention  of  unnecessary  and  wi^tei  i 
above-ground  stocks  require  that  imports  of  petroleum  and  its  . . 

United  States  should  not  exceed  those  quantities  needed  to  supplement  domestic 
crude-oil  production  when  produced  without  waste  and  within  maximum  em 

^^Sce  the  beginning  of  the  present  year  the  State 

been  compelled  to  reduce  the  product  of  crude  petroleum  in  the  United  btate^ 
approximately  725,000  barrels  per  day  because  of  excessive  importation  of  foreign 

°^^That  volume  of  crude  petroleum,  amounting  to  approximately 

total  daily  average  domestic  production,  can  be  produced  without  waste  ana  in 

accordance  with  approved  conservation  practices. 

This  displacement  of  domestic  crude  petroleum  has  been  due  to  tne  snarp 
increase  in  imports  which  in  the  first  quarter  of  this  year  averaged  approxiinat  > 
600  000  barrels  dailv  of  crude-petroleum  and  its  products. 

& of  market  outlet  to  domestic  crude  petroleum 
wuthout  w^aste  results  in  the  restriction  or  abandonment  of  eflorts  ^ 

and  develop  new  reserves.  Such  effort  is  advanced  primarily  by  the  money 

received  from  the  sale  of  domestic  crude  petroleum. 

The  domestic  petroleum  industry  has  given  conclusive  proof,  m the  f^^^ 
additions  to  discovered  reserves,  that  no  danger  exists  in  foreseeable  future  o 
scarcity  or  a deficiency  of  supply  of  domestic  crude  petroleum,  proMded  that 
Lnditions  exist  which  enable  the  industry  to  carry  on  the  necessary  exploratory 

and  development  work:  Therefore  be  it  ...  , ■ v \^a 

Resolved,  That  the  Interstate  Oil  Compact  Commission,  m meeting  a^embled 
at  Jacksonville  Fla.,  on  the  1 1th  day  of  May  1949,  requests  and  urges  the  Congress 
of  the  United  States  to  enact  such  legislation  and  requests  and  urges  the  various 
departments  of  the  Federal  Government  to  take  such  action  under  present 
legislation  or  under  any  new  legislation  that  may  be  enacted  to  reduce  and  main- 
tafn  imports  of  petroleum  and  its  products  into  the  United  States  to  siich  quantities 
as  will  Tupplement  but  not  supplant  domestic  crude  oil 

in  a(’cordance  with  sound  conservation  practices  m order  that  the  State  regulatory 
bodies  may  more  effectivelv  carry  out  their  responsibilities  under  the  oil-  and  gas- 
conservation  laws  of  the  States  and  in  order  that  adequate  reserves  and  productive 
caoacitv  of  crude  petroleum  may  be  built  up  in  the  United  States  and  be  av  ailable 
fjf S^al  Sen^for  any  other  emergency  that  may  develop;  and  be  it  further 
Resolved,  That  the  Chairman  of  the  Interstate  Oil  Compact  Commission  is 
directed  to  cause  this  resoution  to  be  presented  to  the  appropriate  legislative 
committees  of  the  United  States  Congress. 

(The  Interstate  Compact  Commission  is  composed  of  a group  of  representatives 
from  the  oil-producing  States,  under  congressional  sanction,  who  meet  and  ex- 
change ideas  for  the  advancement  of  the  principles  of  oil  conservation.) 

Lt  Gen  Ernest  O.  Thompson,  Member  of  Texas  R.ailroad  Commission 
Ind  Chairman  of  Legal  Committee  of  the  Interstate  Oil  Compact 

Commission 

(Excerpts  from  testimony  in  Dallas,  Tex.,  on  May  25,  1949) 

Seventeen  years  of  daily  contact  with  and  active  study  of  this  problem  of  oU 
and  Ss  conservation  does  give  me  some  understanding  of  the  regulatory  effort, 
because  the  Texas  Railroad  Commission  is  the  regula,tory  agency  of  oil  and  gas  m 
The  reason  they  placed  oil  regulation  in  the  Railroad  Commission 
was  ?iTa?it  was  already  created  and  was  I constitutional  body  . The  Railroad 
Commission  has  Jurisdiction  over  interstate  railroad  rates,  gas  utilities  trucks  and 
bJsTeT,  and  oil  and  gas  production  and  pipelines  as  to  rates  charged  for  transportmg 

'"^Aail  R TOiI^entlemen  are  interested  primarily  in  how  the  smaller  units  of  the 
industr?  are  faring  and  getting  along,  and  want  to  know  what  dangers  confront 
the  smMl-bSsiness  men  and  concerns  in  the  oil-producing  business  and  how  they 
wn  b? supported  and  protected  from  the  congressional  viewpoint.  The  chairman 
expressed  it  much  more  eloquently  that  I can. 
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First  of  all,  I think  we  should  see  to  it  that  our  independent  producers  should 
not  be  deluged  in  a flood  of  foreign  oil.  The  reason  for  this  statement  is  that,  if 
a flood  of  foreign  oil  is  allowed  to  come  into  the  United  States,  our  independent 
producers  will  be  unable  to  continue  the  unremitting  search  for  new  oil  fields  upon 
which  our  national  security  depends;  and,  secondly,  we  cannot  safely  depend 
upon  foreign  oil  to  defend  our  freedom,  whether  we  should  fight  here  or  be  forced 
to  fight  abroad,  to  defend  our  country  and  the  other  countries  we  have  joined  for 
defense  in  the  Atlantic  Pact. 

Oil  is  a munition  of  war  of  the  first  order.  We  won  World  Wars  I and  II 
largely  because  we  had  the  oil  for  our  ships,  trains,  tanks,  and  planes.  We  had 
plenty  of  oil.  The  enemy  ran  out  of  oil.  Victory  has  been  on  the  side  with  the 
most  oil  readily  available  and  at  hand  where  needed.  Future  wars  will  require 
vastly  greater  amounts  of  oil.  Therefore,  we  cannot  risk  any  shortage  of  oil.  We 
must  take  every  precaution  to  encourage  our  independent  oil  producers  to  continue 
their  search  for  oil  even  more  vigorously  than  ever  before  in  our  history. 

* * * ie  ♦ * ♦ 

You  take  the  incentive  away,  the  profits  away,  from  a man  and  he  just  can^t 
negotiate.  You  can  get  to  the  point  of  diminishing  returns,  which  we  are  ap- 
proaching here  in  Texas;  for  example,  we  have  a law  that  says  that  we  must 
prevent  waste  in  the  production  of  oil,  and  among  the  definitions  of  waste,  and  a 
very  proper  one,  is  that  oil  produced  in  excess  of  market  demand  or  transportation 
facilities  is  waste.  So  we  are  charged  with  the  duty  of  ascertaining  what  is  the 
current  market  demand  and  then  allowing  no  more  oil  to  be  produced  than  can 
reasonably  be  stored  and  transported.  We  have  been  going  along  that  process 
through  the  years,  and  we  have  found  since  last  August  that  as  more  oil  came  in 
from  foreign  countries  we  had  to  reduce  the  allowable,  and  reduce  it  and  reduce  it 
and  reduce  it,  month  by  month,  until,  at  the  present  time,  the  average  allowable 
production  per  well  in  Texas  is  17  barrels  per  day. 

The  law  of  diminishing  returns  is  beginning  to  take  effect.  The  wells  in  Texas 
run  18  days  only  and  shut  in  12  this  month.  Next  month  they  will  run  18  days, 
for  all  of  the  State  except  east  Texas,  and  16  days  in  east  Texas  fields,  and  to 
illustrate  how  rigid  and  how  far  the  restriction  is  drawn,  necessarilj^  wells  in  the 
east  Texas  field  that  can  produce  thousands  of  barrels  per  day,  if  run  wide  open, 
are  restricted  down  to  26  barrels  per  day — 26  barrels  per  day,  for  16  days  of  a 
month. 

4c  ^ ^ 

So,  what  they  are  doing — they  are  producing  less  and  less  barrels  each  day. 
Pretty  soon  you  will  have  it  so  he  mil  be  putting  more  in  the  ground  than  he  is 
taking  out,  and  that  will  wipe  him  out. 

We  know  that  there  is  a danger  of  foreign  oil  coming  into  this  country  in  ever- 
increasing  amounts  unless  there  is  some  limit  placed  upon  such  importations. 
Oil  has  been  found  in  bounteous  quantities  in  the  Middle  East,  where  already 
34,000,000,000  barrels  of  oil  have  been  uncovered.  Just  recently  oil  has  been 
discovered  in  Canada,  and  already  enough  production  has  been  brought  in  to 
supph^  the  three  western  Provinces.  Imports  have  increased  in  late  years,  and 
there  is  a real  fear,  and  I believe  imminent  danger,  that  foreign  oil  will  seriously 
impair  our  producing  industry,  retard  the  development  of  known  reserves,  and 
stifle  the  search  for  new  reserves. 

* 4c  4:  4c  4:  4c  4c 

The  American  industry  operating  abroad  say  they  do  not  want  to  bring  in 
imports  to  supplant,  but  only  to  supplement.  I might  say  right  there  that,  when 
they  brought  in  this  heavy  oil  last  winter,  maybe  they  were  afraid  of  a second 
winter  of  scarcity,  with  threats,  you  .know,  that  there  might  be  governmental 
reprisal  and  taking  over;  so  maybe  it  is  excusable  bringing  in  this  heavy  import 
in  December  1948,  getting  ready  for  a repetition  of  a hard  winter.  One  has  to 
be  reasonable  about  this  thing,  and  maybe  they  were  looking  through  the  better 
part  of  wisdom  in  bringing  it  in.  Maybe  they  are  not  going  to  import  so  much  in 
the  future.  Maybe  that  is  true;  but  this  is  a present  pain;  we  can  feel  it.  You 
know,  it  is  present  here  now.  If  we  had  a hard  winter,  they  might  have  used  up 
the  accumulated  stockpile,  but  the  winter  was  light  and  mild  and  the  storage  was 
full.  Anyhow',  it  is  here  and  it  has  to  be  w'orked  off.  It  may  be  that  our  fears 
are  groundless.  However,  it  would  be  more  reassuring  if  we  knew  for  certain 
that  there  was  going  to  be  only  a certain  quota  moved  in  here,  a certain  percentage 
of  our  demand. 

4c  4c  4c  4c  4c  4c  4c 

Well,  if  Congress  should  decide  that  it  was  desirable  that  we  have  a healthy, 
virile  domestic  oil-producing  industry  and  that,  in  order  to  assure  it,  there  should 
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be  some  assurance  that  the  producers  would  not  be  deluged  with  a flood  of  foreign 
oil,  I believe  the  Congress  could  say,  to  carry  out  this  plan,  it  is  provided  tnat 
the  import  for  each  succeeding  year  shall  not  be  greater  than  a given  percent  oi 
the  total  market  demand  of  the  previous  year. 

******* 

We  shouldn’t  cut  off  imports  entirely.  A lot  of  these  countries  want  dollar 
balances,  and  long  trade  agreements  have  been  worked  up. 

******* 

To  sum  up  what  I have  said  here,  we  are  not  short  of  oil.  ^e  do  need  jnme 
wells  in  the  United  States  to  keep  our  reserves  up  constantly.  It  is  a ^eh 
age,  not  an  oil  shortage.  We  have  plenty  of  undeveloped  reserves.  We  imed  to 
drill  thousands  of  fresh  oil  wells.  Somebody  said  it  was  like  ^ 
got  to  make  it  fresh  all  the  time  to  keep  it  going,  because  you  can  t possibly  post- 
Done  it:  have  to  keep  milking  the  cow,  or  the  milk  won’t  be  there  later  on  when 
you  want  to  milk  it  and  produce  it  daily.  We  need  more  fresh  wells  on  our  now 
proven  reserves.  We  need  to  drill  thousands  of  wildcat  wells.  Imported  oil  will 
slow  down  our  drilling  of  these  fresh  w'ells  until  it  w’ill  take  us,  at  this  time  d yeare 
to  do  what  would  have  been  done  in  this  year  of  1949  if  the  majors  had  not 
brought  in  so  much  foreign  oil — so  much  foreign  oil,  for  example,  that  here  in 
Texas  wre  have  had  to  reduce  our  oil  allowable  by  800,000  barrels  per  day.  Every 
other  oil-producing  State  is  affected  the  same  way — adversely.  Steel  is  I^^t  now 
really  becoming  available  for  oil  wells.  If  the  oil  producers  of  the  United  States 
had  been  allowed  to  continue  with  their  full  production  on  the  1948  scmle,  as  we 
were,  we  could  have  drilled  enough  fresh  oil  w'ells  this  year,  in  1949  to  hye  bmit 
up  oil  production  sufficient  to  win  a war  without  foreign  oil.  And  that,  to  my 
mind,  must  be  our  objective  alw'ays.  We  must  protect  our 
and  at  the  same  time  have  an  adequate  reserve  of  daily  oil-producing  ability,  irom 
wells  already  drilled  and  hooked  up,  to  guarantee  our  Nation  s military  security. 

Hon.  Frank  Carlson,  Governor  of  Kansas 

(Excerpts  from  testimony  in  Wichita,  Kans.,  on  August  17,  1949) 

Mr  Chairman,  I appear  here  as  Governor  of  Kansas  interested  in  the  oil-import 
problem  because  of  the  welfare  of  the  people  of  Kansas  being  threatened. 

I have  w ith  me  today  the  Honorable  Jeff  Robertson,  chairman  of  the  corporation 
commission,  and  Mr.  Theo  Morgan,  conservation  director  for  the  State  of 
who  will  be  glad  to  answ'er  any  questions  regarding  actual  flgures  about  which 

I plan  to  get  into  very  definitely.  . ■ • x 

Now,  excessive  imports  of  foreign  oil  has  already  caused  much  injury  to  our 

State’s ’economy.  Far  greater  injury  is  threatened.  , . • .u  „„x  w 

Not  only  has  the  Kansas  oil  industry  suffered  severely  during  the  past  few 
months,  but,  of  even  greater  importance,  the  impact  is  being  felt  throughout  our 
entire  State  economy  Injury  to  the  Kansas  oil  industry  is  reflected  in  reduced 
purchasing  power,  loss  to  the  State  of  important  oil-tax  moneys,  and  increas 

unemployment  Kansas  oil  industry  is  rapidly  growing  more  serious. 

Our  oil  industrv  is  very  definitely  a smaU-business  operation.  have  some 

1 250  individual  oil  and  gas  producers.  They  continue  in  busmess  and  expand 
their  operations  principally  from  earnings.  If  their  production  and  in^me  is 
curtailed,  they  cease  to  explore  for  new  oil.  Our  industry  would  then  become 
static  and  Kansas  would  no  longer  contribute  to  the  national  security  to  the 
problem  of  meeting  increasing  peacetime  consumer  During 

recent  months,  our  State  production  has  been  cut  back  substanti^ly,  about  18 
percent  As  a result,  the  oil  producer  is  already  applying  the  brakes  to  hia 
fndividual  operations.  He  is  not  drilling  the  wildcat  wells  which  he  planned. 
While  KansL  oil-industry  operations  have  been  seriously  retarded,  during  this 

period  imports  of  oil  have  risen  to  a record  high.  . 

As  imports  displace  domestic  oil,  we  become  dependent  on  a foreign  source. 
World  "War  II  experience  is  too  fresh  a memory  ter  ms  to  be  led  into  such  a danger- 
ous position.  Yet,  since  the  w^ar,  the  trend  has  been  in  this  direction.  This  trend 
must  be  stopped.  It  presents  a problem  that  reaches  beyond  Kansas;  it  is  national 
in  scope,  and  therefore  is  appropriate  for  study  by  this  committee  and  the 

^ AsSons  have  previously  been  made  to  your  committee,  particularly  in  the 
New  York  hearing,  indicating  that  conservation  programs  m oil-producing  Stat^ 
are  used  in  collusion  to  artificially  control  production.  These  as,sertions  are 

untrue. 
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As  Governor  of  Kansas,  with  direct  responsibility  for  its  conservation  policies, 
I can  deny  these  charges  without  reservation.  My  experience  as  a member  of 
the  Interstate  Oil  Compact  Commission,  of  which  I am  now  chairman,  enables 
me  to  know  that  such  statements  are  not  true  with  regard  to  the  action  of  such 
officials  in  the  other  oil-producing  States. 

The  oil-  and  gas-conservation  officials  of  the  producing  States  are  duly  elected 
or  appointed,  and  there  is  no  reason  to  presume  them  unfaithful  to  their  trust. 
Their  acts  are  subject  to  the  review  and  interpretation  of  proper  courts  of  the  land 
If  their  acts  were  contrary  to  the  laws  under  which  they  must  operate,  they 
would  be  immediately  subject  to  court  action.  This  procedure  is  at  all  times 
available.  Many  of  the  orders  and  regulations  have  been  reviewed  by  State  and 
Federal  courts  and  have  often  been  carried  to  the  highest  tribunal  of  our  land. 

There  is  no  basis  for  statements  tending  to  suggest  improper  administration 
of  State  conservation  laws. 

Through  the  necessity  created  by  lessening  of  the  market  for  the  oil  which 
could  be  produced  in  Kansas  without  waste,  successive  reductions  in  the  allowable 
production  have  been  ordered  by  the  Corporation  Commission  of  Kansas.  The 
daily  average  production  in  Kansas  for  July  1049  as  a consequence  of  the  order 
was  about  60,000  barrels  less  per  day  than  it  was  during  December  1948,  which 
production  was  305,000  barrels  daily.  The  commission  is  charged  by  law  with 
the  duty  of  preventing  waste  of  oil  and  gas  in  our  producing  fields.  Excessive 
storage  of  oil  contributes  to  waste.  The  oil  industry  learned  that  many  years 
ago,  and  the  aim  has  been  to  keep  crude  oil  in  the  natural  reservoirs  until  needed, 
withdrawing  it  at  a rate  consistent  with  use,  and  maintaining  above  ground 
stocks  in  such  quantity  as  necessary  for  transportation  and  refining  operations. 
Market  demand  is  an  integral  factor  of  the  whole  conservation  program,  just  as 
are  reservoir  pressures  and  gas-oil  ratios. 

I vouch  for  the  soundness  of  the  administrative  policy  on  oil  and  gas  conserva- 
tion in  my  State.  The  policy  has  been  consistent.  Even  during  the  war,  when 
the  demand  w^as  for  ever  greater  production  of  crude  oil,  there  w^ere  times  when 
the  State  of  Kansas  set  allowable  production  rates  somewhat  lower  than  those 
recommended  by  the  Petroleum  Administration  for  War.  It  did  this  because 
our  conservation  body  and  the  industry  knew  that  to  produce  at  the  rate  recom- 
mended would  speedily  cause  a decline  in  producing  ability  of  many  fields  and 
that  within  a short  time  the  result  would  be  less,  not  more,  oil  for  the  conduct  of 
the  war. 

As  to  the  administration  of  conservation  laws  in  other  States,  it  might  be 
amiss  for  me  to  comment  except  for  the  fact  that  I am  privileged  to  have  some 
acquaintance  with  their  programs  and  policies.  Kansas  is  one  of  the  20  oil- 
producing  States  that  are  members  of  the  Interstate  Oil  Compact.  The  com- 
mission which  was  established  under  that  compact  is  a forum  of  discussion  and 
a clearinghouse  of  ideas  on  conservation.  It  has  nothing  to  do  with  setting 
production  rates,  although  loose  assertions  have  been  made  by  a few  uninformed 
persons  to  that  effect.  Each  State  acts  under  the  authority  of  its  legislative 
body.  Each  State,  I believe,  has  gained  much  in  the  knowledge  of  broad  prin- 
ciples of  conservation  because  of  its  membership  in  the  compact. 

Through  my  participation  in  the  compact  commission's  work  and  studies,  I 
believe  that  the  assertion  which  I have  repudiated  as  to  Kansas  is  equally  false 
as  to  the  other  oil-producing  States.  The  State  of  Texas  has  been  referred  to  as 
having  made  unjustifiable  reductions  in  their  production  allowables.  The  officials 
of  Texas  are  perfectly  capable  of  refuting  such  statements  themselves.  However, 
sufficient  facts  are  available  to  enable  anyone  to  judge  for  himself. 

Before  the  last  reduction  of  allowables  was  made  in  Texas,  petroleum  pur- 
chasers in  three  neighboring  States  in  which  oil  was  produced  had,  of  their  own 
accord,  reduced  the  amount  of  oil  they  would  buy  in  those  States  by  15  percent. 
The  record  of  your  committee  reflects  the  fact  that  testimony  was  given  before 
the  Texas  regulatory  agency  by  the  largest  purchaser  of  petroleum  in  that  State 
to  the  effect  that  if  that  agency  did  not  make  such  reduction  this  company  would 
be  forced  to  reduce  its  purchases  because  of  lack  of  market. 

Looking  at  the  national  situation,  production  of  crude  oil  in  the  United  States 
has  been  reduced  substantially  from  about  5,665,000  barrels  daily  during  the 
closing  months  of  1948  to  about  4,750,000  barrels  daily  by  July  1949.  This  has 
not  been  a reduction  below  the  market  demand.  Every  demand  has  been  met 
under  these  reduced  rates.  Over  and  above  tliis  meeting  of  current  demand,  the 
stocks  of  crude  oil  and  refined  products  were  at  the  following  levels  at  the  end  of 
July: 
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Stocks  on  July  Increase  over 
30, 1949  year  ago 


Barrets 

^ 109,964.000 

Oasoline - - 24.  547. 000 

Kerosene - 70  757  000 

Residual  fuel  oils - 9-,  999.000 

Crude  petroleum - " ' . — 


Total  crude 


and  principal  products ^ 


Barrels 

10.763.000 
3,621,000 

18. 338.000 

18. 548. 000 

41.044.000 

92.314.000 


Source:  Products  stocks  from  American  Petroleum  Institute,  crude  oil  stocks  from  U.  S.  Bureau  of  Mines. 

These  figures  show  that  inventories  at  the  end  of  July  1949 
barrels  greater  than  at  the  same  time  in  1948.  These  stocks  f 

adequate  working  levels  as  estimated  by  the  Econoimcs  Advisory  Committee  of 

the  Interstate  Oil  Compact  Commission.  located  in 

It  should  be  noted  that  the  excess  stocks  of  residual  fuel  oil  are  locaico  i 

California.  For  the  area  east  of  California  stocks  of 
increased  as  increased  imports  have  demoralized  prices,  thereby 
domestic  ’production  of  this  fuel  and  at  the  same  time 

conversions  from  coal  to  oil.  However,  ample  supplies  of  domestic  crude  oil  are 

available  to  meet  the  demand  for  this,  and  any  other,  of  over 

These  facts  that  every  demand  has  been  met,  plus  an  accumulation 

90,000,000  barrels  in  storage,  show  clearly  that  there 
artificial  curtailment  of  production  Greater  production 

further  wasteful  additions  to  inventories  to  the  point  sto  g 

facilities  might  have  been  physically  unable  to  handle  the  supply. 

Jeff  A Robertson,  Chairman  of  the  State  Corporation  Commission  of 

Kansas 

(Excerpts  from  testimony  in  Wichita,  Kans.,  on  August  17,  1949) 

I am  chairman  of  the  State  Corporation  Commission  of  the 
which  exercises  jurisdiction  over  the  Production  and  conse^ 
imnnrtance  of  the  oil  industry  to  Kansas  economic  welfare  leads  me  to  urge  tms 
cZmlS  ot  the  effect  upon  Kansas’  economy  of  foreign  oil 

imjiortatiom  committee  because  in  the  oil  industry  in  Kansas, 

indenendent  producers,  small-business  men,  predominate. 

These  small  interests,  considered  collectively,  are  great  and  gas 

SVt  anT^tnl^^^ 

eastern  Kansas  ’aiS  produce  per  well’an’ average  of  less  than  a barrel  of  oil  dail^ 

Tim  others  are  located  in  the  more  Productive  western 

where  the  DFoducing  formations  are  found  at  from  3,300  to  0,ouu  reet  oeiow 
the  surface.  The  group  of  small-business  men  operating  these  wells  contributes 

®^Th/co™rarion‘ZSon  monthly  determines  how  much  oil  shall 

ho  rirndiired  from  Kansas  wells  The  commission  determines  how  much  oil  may 
beSducedSourwas^^^  the  available  market  for  new  Production  is  a 

facter  in  that  determination.  At  a previous  hearing  conducted  by  the  com- 
r^htee  ?t  las  charged  bv  a witness  that  State  regulatory  authorities  have  been 
Stv  offixfng  on  aUoSjles  in  collusion  with  producers  I want  to  emphasize 
to  tS  committee  that  allowable  oi]  production  inKan^ 

The  P-vcntio„  of  our  SriSSon^oi  .KmrarVu  modi 

the  conservation  la  . y charge  mav  have  been  made  to  shift  atten- 

Z'^fjL^hfiSaliig'eSs  o?ex,Sssiv*e  imports  made  by  a few  large  com- 
I'X  tSe  WorSn  e°o'ZVir!a°nuary  ot  this  year  cut  the  allowable  pro- 
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duction  5,000  barrels  per  day  to  allow  295,000  barrels  to  be  produced  daily.  In 
February,  the  commission  ordered  a reduction  of  an  additional  5,000  barrels  per 
day,  and  in  March  10,000  barrels.  In  April,  May,  and  June  the  allowable  was 
reduced  to  275,000  barrels  per  day;  and  in  July,  allowable  production  was  ordered 
reduced  to  245,000  barrels  per  day.  This  is  a total  reduction  in  allowable  pro- 
duction of  55,000  barrels  per  day  since  the  first  of  the  year.  During  this  period 
imports  have  continued  at  a high  rate. 

The  corporation  commission  is  charged  with  the  responsibility  of  regulating 
crude  allowables  consistent  with  our  established  conservation  methods  and  prin- 
ciples. Adherence  to  these  principles  in  the  face  of  heavy  oil  Importation  required 
the  cut-backs  in  production.  It  was  not  a pleasant  task.  We  have  been  forced 
to  order  our  producers  to  reduce  production  to  a point  where  this  year's  production 
will  be  about  10,000,000  barrels  less  than  capacity.  This  means  a loss  of  $26,- 
000,000  to  the  Stete  of  Kansas.  To  the  landowners  alone,  it  is  a loss  of  more  than 
$3,250,000.  ^ If  imports  increase  as  has  been  indicated  in  testimony  before  this 
committee  in  New  York,  the  State  of  Kansas  will  suffer  even  greater  injury. 

If  excessive  imports  are  permitted  to  continue,  Kansas  producers  will  not  be 
able  to  maintain  exploratory  programs  necessary  to  discovery  and  expansion  of  oil 
reserves.  The  small  independent  producer  wUl  be  greatly  injured,  or  destroyed. 
Independent  refineries  located  in  Kansas  and  other  midcontinent  areas  are  largely 
dependent  upon  independent  oil  producers  for  their  crude  supply.  As  the  pro- 
duction of  independent  producers  is  displaced  by  imported  oil,  the  independent 
refiners'  supply  of  crude  is  reduced.  With  the  destruction  of  the  independent  oil 
producer,  the  independent  refiner  is  at  the  mercy  of  the  large  importers  of  oil. 
His  existence  will  be  short-lived.  To  the  exUtnt  that  independent  producers  and 
independent  refiners  are  injured  or  liquidated,  the  ultimate  consumer  is  damaged 
by  their  removal  from  our  competitive  American  economy. 

Gentlemen,  I feel  that  excessive  importation  of  oil  is  a threat  to  the  continued 
importance  of  the  Kansas  oil  industry  and  to  the  very  existence  of  the  small- 
business  men  in  whose  hands  it  has  heretofore  prospered. 

Hon.  Fielding  Wright,  Governor  of  Mississippi 
(Excerpts  from  testimony  in  Jackson,  Miss.,  on  April  24,1950) 

Mississippi  is  one  of  the  youngest  oil-producing  States.  Our  first  commercial 
well  was  discovered  in  September  of  1939.  Since  then  the  industry  has  expanded 
rapidly  in  this  State  and  today  stands  out  as  one  of  our  finest  industries,  and  is 
making  a tremendous  impression  upon  the  State's  economy.  We  now  rank  ninth 
among  the  oil-producing  States. 

In  1944  the  legislature  enacted  a 6-percent  severance  tax.  The  yield  from  that 
tax  has  meant  much  to  the  State  of  Mississippi  and  her  subdivisions,  contributing 
to  date  over  $20,000,000  in  tax  revenues.  In  1948  the  State  produced  45,621,312 
barrels  of  oil,  with  a value  of  $110,284,337  and  yielding  a tax  for  1948  of  $6,612,- 
041.14.  In  1949  only  37,837,582  barrels  of  oil  were  produced  with  many  more  pro- 
ducing wells,  and  a tax  for  1949  of  only  $5,590,142.05.  In  other  words,  oil  produc- 
tion in  Mississippi  was  curtailed  7,743,000  barrels,  with  a loss  to  the  State  in  tax 
revenue  of  $1,021,889  in  1949  as  against  1948.  This  curtailment  was  more  drastic 
in  fields  producing  low  grade  crude  and,  in  my  opinion,  the  cause  of  this  loss 
of  production  is  directly  traceable  to  the  importation  of  increasing  amounts  of 
oil.  These  imports  have  increased  steadily  until  now  this  country  is  importing 
over  800,000  barrels  of  oil  daily.  In  1948  Mississippi  enacted  a very  comprehen- 
sive oil  and  gas  conservation  law,  which  is  now  being  administered  by  a very 
competent  oil  and  gas  board.  This  board,  however,  is  not  authorized  to  regulate 
production  to  market  demands,  but  is  authorized  to  control  production  to  the 
maximum  efficient  rate  of  production  We  believe  that  our  oil  and  gas  board, 
acting  through  our  conservation  laws,  is  adequately  protecting  our  natural  re- 
sources of  oil  and  gas.  Of  course,  our  oil  and  gas  board  cannot  protect  us  from 
excessive  imports  vphich  are  damaging  this  State's  economy,  as  the  Federal  Gov- 
ernment only  can  give  us  relief  in  this  matter. 

In  this  connection  I would  like  to  call  your  particular  attention  to  two  of  our 
oil  fields  that  have  been  vitally  affected  by  the  importation  of  crude  oil.  I refer 
to  East  and  West  Heidelberg  Fields  in  Jasper  County.  In  1948  the  two  fields 
had  152  producing  wells  that  produced  5,245,000  barrels  of  oil  which  sold  for 
$2.14  a barrel.  The  total  value  of  that  oil  was  $11,224,000  and  of  that  amount 
the  State  of  Mississippi  collected  $673,000  in  severance  taxes.  In  those  same 
two  fields  in  1949,  although  there  were  13  more  producing  wells,  total  production 
was  only  2,738,000  barrels,  which  sold  for  $1.89  a barrel,  and  the  total  value  and 
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severance  taxes  were  less  than  half  of  what  they  were  in  1948.  What  is  true  of 
these  two  fields  is  also  true  of  several  other  fields  in  Mississippi  and  in  several 
instances  I have  been  advised  that  the  cut-backs  were  much  Daore  drastic.  At 
this  point  it  is  pertinent  to  again  say  that  the  vast  majority  of  these  cut-oacks 
have  been  effected  in  fields  producing  low-grade  crude,  which  is  m direct  com- 
petition with  imported  crude.  These  fields  are  producing  it  considerably  below 
the  maximum  efficient  rate  of  production  set  by  our  oil  and  gas  bo^d,  to 
the  fact  that  the  market  for  this  type  crude  has  been  oversupplied  with  imported 

^^You  will  please  note  that  the  price  dropped  from  $2.14  in  1948  to  $1.89  a 
barrel  in  1949,  and  of  course,  this  has  had  a serious  effect  upon  the  fetate  s economy. 

I believe  that  the  above  information  would  indicate  that  the  predominant  reason 
for  this  drop  in  price  is  in  the  importation  of  crude  oil.  It  is  again  well  to  point 
out  tliat  the  price  of  high  grade  oil  did  not  drop,  whereas  the  price  of  low-grade 
oil — wliich  is  in  more  competition  with  imported  oil — did  drop.  . 

Mississippi  has  since  her  admission  into  the  Union  been  predominantly  agri- 
cultural. We  have  recognized  in  recent  years  that  if  our  S^te  and  her  people 
are  to  prosper,  we  must  have  a better-balanced  economy.  This  can  only  coine 
through  proper  industrialization  of  the  State,  bringing  into  our  communities 
payrolls.  This  the  oil  and  gas  industry  has  done  throughout  many  areas  of  our 
State  and  the  industry  has  been  most  beneficial,  not  only  from  the  standpoint 
of  individual  employment  and  payrolls,  but  also  in  its  contribution  directly  and 

indirectly  to  the  State's  tax  structure.  . r .u  • • ; t 

Only  recently  we  have  closed  the  1950  regular  session  of  the  Miss^sippi 
lature  Our  problems  are  not  uncommon  with  other  States.  Each  State,  \\  eii 
as  the  Federal  Government,  constantly  seeks  to  expand  the  State  s services  to  her 
people  We  were  greatly  handicapped  in  the  loss  of  the  revenues  from  the  sev^- 
ance  taxes  last  year.  Apparently,  these  revenues  will  continue  to  decline  as  the 
importation  of  oil  continues  to  increase.  Mississippi  for  many  years  has  been 
operated  on  a sound  financial  basis.  It  does  not  owe  any  money.  \\e  propose 
to  keep  it  that  way;  however,  with  the  great  demands  made  upon  the  Governor 
and  the  legislature  during  the  recent  session  for  appropriations  for  many  purposes 
and  with  declining  revenues,  it  is  our  fear  that  before  the  next  biennium  is  over 
we  will  be  running  verv  close  if  not  actually  in  the  red.  For  that  as  ^ 
other  reasons,  as  Governor  of  this  State  I am  seriously  concerned  with  the  effect 
that  the  importation  of  crude  oils  is  having  upon  the  domestic  oil  economy,  not 
only  in  Mississippi  but  throughout  the  Nation,  and  I respectfully  and  sincerely 
urge  you  gentlemen  while  you  are  in  this  State  to  make  every  effort  possible  to 
determine  the  effect  that  imports  have  had  and  are  ha^ang  in  this  State,  and  as 
Governor  it  would  be  my  privilege  and  pleasure  to  offer  you  every  assistance 
possible  to  enable  you  to  obtain  the  most  accurate  and  reliable  information. 

Hon.  Sid  McMath,  Governor  of  Arkansas 
(Excerpts  from  testimony  in  Little  Rock,  Ark.,  on  April  27,  1950) 

Oil  was  first  discovered  in  Arkansas  in  the  year  1921  and  today  is  being  produced 
in  14  counties  out  of  75  in  the  State.  Exploratory  work  is  proceeding  in  several 
others  Production  of  oil  has  increased  steadily  in  recent  years  and  in  the  year 
1949  we  ranked  tenth  in  volume  of  oil  produced.  Oil  plays  an  important  part  m 
our  economy  and  in  the  value  of  its  products  is  exceeded  only  by  agr^ulture  and 
lumbering.  It  contributes  a substantial  part  of  our  tax  revenues  Oil  has  been 
responsible  for  the  growth  of  many  of  our  towns  and  cities  and  to  the  general  well- 
being of  our  people.  It  has  resulted  in  a large  increase  m our  per  capita  income. 
The  wage  scale  paid  by  the  oil  industry  is  among  the  highest  in  the  btate.  I hus 
the  pro^r  functioning  of  our  State  government  is  in  a large  measure  dependent 

upon  a prosperous  and  thriving  oil  industry.  ^ ion  non  Ti.  oriHi 

The  total  area  productive  of  oil  and  is  in  excess  of  120,000  ^ addi- 

tion,  the  total  undeveloped  acreage  under  lease  is  m excess  of  1,200,000  acres. 
This  shows  that  many  farmers  and  landowners  who  do  not  have  production  are 
benefiting  from  lease  bonuses  and  rentals  paid  by  the  oil  industry. 

In  addition  to  ad  valorem  and  income  taxes  the  oil  industry  pays  severance 
taxes  based  upon  the  value  of  the  oil  produced  .Severance  tax  co^^ 
amounted  to  $3,265,559.78  in  1948  and  in  1949  they  dropped  to  $3,033,209.01,  a 

serious  loss  to  the  State's  revenue.  ^ • au  • u*  v. 

We  in  Arkansas  take  pride  in  our  conservation  laws  and  m the  maniier  in  which 

they  are  being  administered.  We  are  constantly  developing  new  and  improved 
tectaiques  iii  the  production  of  oil.  By  these  methods  we  are  today  obtammg 
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recoveries  of  two  and  three  times  as  much  oil  as  we  did  from  our  earlier  fields,  such 
as  Smackover.  We  have  learned  through  said  experience  the  necessity  for  ade- 
quate conservation  measures.  Yet  excessive  imports  are  now  threatening  the 
effective  administration  of  our  conservation  laws. 

Today  reserves  of  oil  in  Arkansas  and  in  the  Nation  stand  at  an  all-time  high. 
This  is  comforting  to  us  from  the  standpoint  of  our  national  security.  The 
experience  of  two  wars  has  taught  us  that  in  time  of  emergency  our  only  sure  source 
of  oil  is  that  from  within  our  own  borders.  However,  we  cannot  expect  the 
independent  producer,  who  is  the  finder  of  new  oil,  to  continue  to  explore  and 
develop  new^  reserves,  if  he  is  displaced  in  his  home  market,  as  has  been  the  case  in 
Arkansas, 

Because  of  the  importance  of  oil  to  Arkansas  we  are  gravely  concerned  with  the 
rising  tide  of  importation  of  foreign  oil.  Excessive  imports  have  already  caused 
serious  injury  to  the  petroleum  industry  in  Arkansas  and  to  our  over-all  economy. 
If  permitted  to  continue,  the  effect  will  be  disastrous. 

During  the  year  1949  when  imports  were  mounting  rapidly  to  an  all-time  peak, 
Arkansas  was  forced  to  cut  back  production  below  that  of  1948,  despite  the  fact 
that  our  productive  capacity  was  materially  increased  through  the  discovery  of 
six  new  oil  fields.  As  a result  of  these  cut-backs  the  income  of  the  producers  and 
royalty  owners  was  reduced  in  the  neighborhood  of  $3,500,000.  In  addition, 
reductions  in  price  in  our  heavy  oil  fields,  caused  by  rising  imports,  resulted  in 
further  loss  in  revenue.  This  in  turn  has  affected  many  small  businesses  in  the 
oil-producing  areas  supplying  goods,  products  and  services  to  the  oil  industry. 

This  reduction  in  allowables  has  caused  a reduction  in  runs  to  stills  by  our  six 
refineries  from  19,256,543  barrels  in  1948  to  17,726,253  barrels  in  1949.  This 
despite  the  fact  that  gasoline  consumption,  as  reflected  by  gasoline-tax  collections, 
showed  a substantial  increase  in  1949  over  1948.  This  clearly  shows  that  the 
producers  in  Arkansas  have  lost  a substantial  part  of  their  home  market  to  oil 
from  outside  sources. 

The  Congress  has  in  the  past  rendered  valuable  assistance  to  the  States  in  their 
conservation  programs,  particularly  in  the  passage  of  the  Connally  Hot  Oil  Act, 
which  prohibited  the  shipment  in  interstate  commerce  of  oil  produced  in  violation 
of  State  regulations,  and  in  the  approval  of  the  Interstate  Oil  Compact.  The 
Interstate  Oil  Compact,  of  which  Arkansas  is  a member,  was  at  first  composed  of 
five  States  and  its  membership  has  been  increased  until  today  21  of  the  oil  produc- 
ing States,  producing  over  80  percent  of  our  domestic  oil,  are  members.  The 
compact  serves  as  a forum  whereby  the  States  exchange  ideas  and  experiences 
and  thus  promote  the  conservation  of  oil. 

Yet  our  efforts  at  conservation  may  be  largely  nullified  and  our  independent 
producers  forced  out  of  business  if  there  are  no  restrictions  placed  on  the  impor- 
tation of  unregulated  foreign  oil. 

In  support  of  my  statement  that  production  from  these  foreign  fields  is  not 
regulated  as  it  is  in  the  State  of  Arkansas  and  thus  creates  unfair  competition  with 
our  independent  producers,  I quote  from  the  testimony  given  by  Lester  M,  Snider, 
assistant  to  the  President  of  Arabian- American  Oil  Co.,  before  this  committee  held 
in  New  York  on  July  19,  1949,  as  follows: 

'*The  Arabian-American  Oil  Co.  is  incorporated  in  Delaware.  It  is  an  American 
company.  We  have  a large  concession  in  Saudi  Arabia.  There  are  three  30  per- 
cent stockholders.  Standard  of  California,  Texas  Co.,  Standard  Oil  Co.  of  New 
Jersey,  and  10  percent  is  held  by  Socony-Vacuum.  Our  production  has  gone  up 
from  about  25,000  barrels  a day  in  1944  to  about  500,000  barrels  a day,  roughly,  at 
the  present  time.  Of  the  100  wells  there  are  probably  between  60  and  70  on 
production,  so  we  are  producing  an  average  of  probably  6,000  to  7,000  barrels  per 
well.  We  do  not  operate  under  any  conservation  laws,  but  we  operate  on  the 
basis  of  good  conservation  practices." 

Contrast  this  with  an  average  daily  production  per  well  in  Arkansas  for  1949 
of  23  barrels.  Surely  the  importation  of  foreign  crude  should  be  limited  by  the 
Congress  and  it  should  be  done  now. 

Hon.  Roy  J.  Turner,  Governor  of  Oklahoma 
(Excerpts  from  testimony  in  Oklahoma  City  on  April  28,  1950) 

It  is  estimated  that  wages  now  paid  to  people  employed  by  the  oil  industry, 
either  full  time  or  part  time,  in  Oklahoma,  are  at  least  $160,000,000  per  year. 
In  addition  to  these  direct  payments  in  wages,  farmers  and  landowners  receive 
large  payments  for  lands  which  they  have  leased  to  oil  companies  and  which  have 
not  yet  been  developed.  It  has  been  estimated  that  at  least  one-half  of  the  ad 
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valorem  taxes  upon  the  farms  of  Oklahoma  are  paid  by 

It  can  also  be  seen  that,  with  this  amount  of  money  being  distributed  oy  g » 
purchases,  and  bonuses,  all  other  industries  depend  greatly  upon  oil  and  gas 

^^The^^conomy  of  the  State  has  been  largely  dependent  upon  the 
dustries.  During  the  year  1949,  the  State  of  Oklahoma 

production  taxes  $20,480,197.56.  This  is  a tax  paid  in  lieu  of  ad  valorem  taxes 
amounting  to  5 percent  of  the  value  of  the  oil  and  gas  produced. 

An  example  of  what  the  industry  means  to  the  State  and  local 
shown  by  figures  compiled  upon  13  interstate  pipeline  companies  oj>erating  ^ithin 
Senate  During  th^e  year  1947,  these  13  interstate  pipeline  companies  paid  a 

total  of  $1,350,000  in  taxes  to  the  State  and  local  Boyevnments  iSur^l- 

of  what  the  industry  means  to  Oklahoma  is  showm  by  taxes  paid  by  the 
gas  industry.  During  the  year,  this  segment  of  the  petroleum  industry  paid  into 
itate  and  local  governments  a total  of  $3,359,000  in  ad  valorem  and  ;=  the 

I liave  been  informed  that  the  Oklahoma  Corporation  Con^mssion  wln^^^ 
State  regulatory  agencv  in  Oklahoma,  has  been  continuously  reducing  allow  ables 
upon  Se  flush Vd  seiniflush  production  within  the  State  since  January 
iLi  also  informed  that  some  of  the  wells  in  pools  within  the 

receiving  an  allowable  equal  to  only  28  percent  of  wliat  they  were  allowed  to  pro 
S Sing  December  1948.  Due  to  the  fact  that  driUing  and  discoveries  in 
Oklahoma  during  the  last  few  years  have  been  at  an  unusually  high  rate  and  manv 
hnpSn?  discoveries  have  been  made,  the  cut-backs  liave  no^^hown  an  over-all 
Salient  reduction,  percentagewise.  However,  I am  also  informed  that  if  the 
wells  within  the  State  of  Oklahoma  were  allowed  to  produce  aUowable 

they  were  allowed  in  1948,  the  State  would  be  producing  approxiniately  560,000 
bSelTper  day,  as  compared  to  the  391,500  barrels  per  day  produced  during 

'^^Wdlfthfdemands  that  are  being  made  upon  local  and  State  governments,  this 
increased  revenue,  which  would  have  been  possible  if  the  State  had  been  able  t 
conUnue  pricing  at  the  December  1948  figure,  would  have  greatly  ea.sed  the 
burden  which  has  been  placed  upon  State  and  local  officials. 

Another  orobleni  that  has  been  presented  to  our  State  regulatory  agency  is  the 
fact  that  s^nce  Oklahoma  is  one  of  the  older  producing  States,  approximately 
50  000  wells  are  considered  to  be  stripper  wells  and  average  only  4 barrels  per  day. 

iKver!  these  50,000  stripper  wells,  even  tho^^  ^iUs^nect .Jry 

dav  are  oroducing  approximately  one-half  of  the  btate  s oil.  ii  it 
?or  Oklahoma  to  continue  reducing  allowables,  a point  will  be  reached  where  these 
old  smaller  w'ells  will  probably  have  to  sustain  a portion  of  the  reductions. 

tte  w^rd  be  Hagic,  since  most  of  these  wells  are  operating  on  a very  narrow 
nrofit  margin  If  and  w’hen  it  becomes  necessary  for  them  to  share  a portion  of 
the  reduction  in  allowables,  I am  sure  that  the  operators  wull  find  it  necessary  to 
abandon  manv  of  them.  This  would  mean  that  oil,^  which  these  wells  are  capable 
of  oroducing  would  be  lost  to  Oklahoma  and  to  the  A ation  forever.  \V  ith  so  much 
?esSSSg  done  on  secondary  recovery  methods,  it  is  of  the  utmost  importance 
that  these  weUs  be  saved.  There  is  much  reason  to  believe  that  through  improved 
recovery  methods,  their  periods  of  production  can  be  proloriged. 

TVifi  pontrol  of  oil  and  gas  resources  and  the  prevention  of  their  waste  has  been 
reco^nizeS  [n  ot  Americin  Jystem  as  the  duty  and  responsibility  of  the  various 

^^Oklahoma  has  always  recognized  its  responsibility  in  conserving  these  resources. 

EvefSre  statehood,  our  Territorial  legislatures  passed  laws  for  the  preven- 
tion of  waste^nd  the  subject  has  had  the  attention  of  practically  every  legislature 

OkllhmnaTas  always  been  a leader  in  oil  and  gas  conservation.  The  laws  of 
Oklahoma  have  been  accepted  as  a pattern  by  many  States  m the  drafting  of  their 

°''"okSomr^in"clrr^i^^^  out  its  belief  that  oil  should  be  conserved  at  the  State 
levS^  wTs  one  of  the  original  founders  and  signep  of  the  interstate  compact  to 

t oi,  and  .hich 

OklnSna  hL  1o?g  that  every  field  ie  an  individual  problem, 

tte  fact  that®  every  veil  is  an  individual  problem.  Through  many 
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years  of  study,  this  commission  now  is  able  to  act  quiclky  upon  any  problem  with 
which  it  is  confronted.  It  has  a qualified  technical  staff,  and  through  regulation 
by  our  corporation  commission,  we  in  Oklahoma  think  thiit  our  oil  and  gas  re- 
sources are  being  well  conserved. 

The  officials  and  citizens  of  Oklahoma  are  greatly  alarmed  by  increasing  oil 
imports.  As  chariman  of  the  Interstate  Oil  Compact  Commission,  I know  that 
other  oil-producing  States  are  equally  alarmed. 

The  States  have  instituted  splendid  conservation  programs.  However,  all  are 
fearful  that,  if  imports  continue  to  increase,  these  programs  will  be  jeopardized 
to  the  point  of  greatly  reduced  effectiveness. 

It  is  a well-understood  fact  by  our  citizens  that  every  time  the  rate  of  imports 
increases  by  one  barrel  it  means  that  domestic  production  must  be  reduced  by 
one  barrel — or  that  oil  must  go  into  storage.  Under  our  laws,  storage  in  excess 
of  the  amount  necessary  for  normal  operations,  is  waste. 

Whenever  it  is  necessary  for  our  State  regulatory  authority  to  decrease  allow- 
ables it  follows  that  the  revenues  coming  to  the  State  and  municipal  govern- 
ments will  be  decreased  proportionately.  It  also  follows  that  when  it  is  necessary 
for  the  industry  to  make  reductions  in  allowables  its  income  is  reduced,  and,  as 
income  is  reduced,  operations  are  curtailed. 

As  an  example  of  this  curtailment,  during  the  year  1949  there  were  4,352  wells 
of  all  types  drilled  in  Oklahoma.  It  has  been  estimated  that  during  the  year 
1950  this  number  will  be  reduced  to  3,850  wells.  It  should  be  borne  in  mind 
that  drilling  costs  are  increasing  in  Oklahoma  every  day.  Practically  ail  of  the 
new  discoveries  which  have  been  found  since  the  war  have  been  in  southern  and 
western  Oklahoma.  It  is  becoming  necessary  to  drill  deeper  and  deeper  in  the 
search  for  oil.  We  think  that  western  Oklahoma  holds  infinite  possibilities  for 
future  oil  discoveries.  However,  this  production  will  probably  be  found  at  a 
very  great  depth.  In  order  for  these  wells  to  be  drilled  the  industry  must  be  able 
to  produce  oil  that  will  insure  an  income  to  support  these  wildcat  developments. 

In  view  of  the  situation  that  is  faced  by  Oklahoma  and  the  petroleum  industry 
in  Oklahoma,  it  is  encouraging  to  us  to  have  the  interest  being  manifested  by 
your  committee  in  appearing  here. 

In  conclusion,  I w^ould  like  to  invite  your  attention  to  the  report  made  by  the 
National  Petroleum  Council  in  January  of  this  year  wherein  the  council  stated, 
*Tf  imports  continue  to  increase  without  regard  to  the  principle  of  supplementing 
the  domestic  production  of  crude  and  products,  they  wull  seriously  damage  the 
oil  industry  and  thus  affect  the  national  economy  and  the  national  security." 

As  I have  tried  to  show,  this  effect  is  being  reflected  in  Oklahoma,  as  it  is  being 
reflected  among  all  of  the  states  producing  oil  and  gas.  There  will  be  much 
more  oil  discovered  in  Oklahoma  if  the  proper  incentive  is  given  our  operators 
to  search  for  these  reserves. 

Hon.  Thomas  J.  Mabry,  Governor  of  New  Mexico 
(Excerpts  from  testimony  in  Santa  Fe,  N.  Mex.,  on  May  2,  1950) 

The  oil  and  gas  industry  in  the  State  of  New  Mexico  is  the  biggest  in  dollar 
value  of  any  tangible  industry  in  the  State.  Cattle  and  mining  are  second  and 
third  in  that  order.  The  combined  value  of  the  gross  production  of  oil  and  gas 
was  about  $120,000,000  in  1949.  On  this  gross  value  the  State  now  collects  a 
severance  tax  of  2}i  percent,  that  is,  w^e  think  we  are  collecting  it.  That  is  some- 
thing else. 

Ninety  percent  of  New  Mexico’s  oil  production  is  exported  from  the  State  and 
a sales  tax  of  2 percent  on  production,  amounting  to  some  $2,225,000  per  year, 
is  collected.  Other  revenue  to  the  State  through  royalty  and  rental  payments 
on  State  land  equaled  $9,344,188,  and  local  county  school  taxes  bring  the  total 
revenue  to  the  State  from  oil  and  gas  production  to  about  $16,000,000  annually. 
The  total  revenue  to  the  State  in  cash  receipts  for  the  thirty-seventh  fiscal  year 
ending  June  30,  1949,  was  $72,057,000.  Therefore,  the  oil  industry  accounts  for 
over  one-fifth  of  the  total  revenue  to  the  State. 

We  are  told  that  the  oil-import  situation  has  become  extremely  important, 
internationally,  nationally  and  to  the  various  producing  States.  As  yet,  there 
has  been  no  apparent  effect  upon  the  amount  of  production  of  oil  in  New  Mexico. 
It  is  obvious  that  any  great  reduction  in  New  Mexico’s  production  would  material- 
ly affect  her  tax  structure.  We  would  not  like  to  have  this  happen. 

I do  not  know  what  the  State  Department  favors  in  the  way  of  oil  importations 
for  international  political  reasons.  Reasons,  supported  by  sober  facts,  ought  to 
influence  all  of  us,  it  seems  to  me,  even  though  it  in  a way  might  affect  our  per- 
sonal pocketbook. 
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About  all  I am  prepared  to  say  is  that  we  rely  heavily  upon  oil  a g 
industry  to  support  our  State  tax  structure,  and  we  hope 

would  occur  only  after  the  most  thorough  consideration  by  the  National 

departments  better  prepared  to  know  where  our  better  security  and  internatio 

^°To  summarize:  Any  great  reduction  in  the  production  (rf  oil  ^l^oro^ 

will  result  in  a reduction  in  tax  revenue  for  welfare  and  schools.  ° P . 

duction  is  one  of  the  largest  factors  in  our  general  economy,  any  ^ 

dollar  value  will  be  felt  indirectly  by  large  segments  of 
producing  area  and  to  other  people  of  the  State  through  reduced  tax  income. 

The  National  Petroleum  Council 

Following  the  war,  the  Secretary  of  the  Interwr,  established  the 
National  Petroleum  Council  as  a successor  to  the  Petroleum  industry 
War  Council,  for  the  purpose  of  acting  in  an  advisory  capacity  on 
petroleum  problems.  This  Council  was  made  up  of  a group  of  repre- 
sentatives from  every  segment  of  the  oil  industry,  both  large  and  small. 
One  of  the  primary  functions  of  the  Council  was  to  draft  a national 
oil  policy.  This  policy  was  adopted  by  the  Council  on  January  Id, 
1949  There  are  certain  provisions  of  the  policy  report  which  are 
pertinent  to  the  study  on  imports.  These  provisions  are  as  follows: 

1 The  Nation’s  economic  welfare  and  security  require  a poUcy 
imports  which  will  encourage  exploration  and  development  efforte  JP  ‘^c^il  m 
industry  and  which  will  rnake  available  a maximum  supply  of  domestic  oil  to 

m^t  the^edSiOf  th^s  from  domestic  fields  produced  under  sound 

conservation  practices,  together  with  other  pertinent  factors^^^^ 

JrabSto^s  up^^^^^  o^rsSSs  7nT  basil  which  will  be  sound  in  terms  of 

imptme”^^^^  aVhnTorf  ToEcy  "tS?5ore  should  be  flexible  so  that 

“‘‘imPtelnT/crS' oi?  e®n',Srnee*!  ‘aftotaking  into  account  domesUc 
nrod^Kn  ?n  Sorrnance  with  good  conservation  practices  and  within  the 
limits  of  maximum  efficient  rates  of  production,  will  retard  domestic  exploration 
S develoESSit  of  new  oil  fields  and  the  technological  progress  in  all  branchy 
Ef  the  indiEstry  which  is  essential  to  the  Nation’s  economic  welfare  and  security 

^^Continu^iK  supply  to  meet  our  national  oil  needs  depends  priniarily  cm  avail- 
«hiii+v  from  domestic  sources.  Due  consideration  should  be  given  to  the  develop- 
nmnt'of  foreign  oil  resources,  but  the  paramount  objective  should  be  to  maintain 
conditions  b5t  suited  to  a healthy  dom^ic  industry  which  is  essential  to  the 

of  oil  become^  academic  however,  unle.ss  provision  is  made  to  assure  that  this 
Eil  w 11  bffound  End  brought  to  the  surface.  The  prcimotion  of  new  discoveri^ 
therefore!  mEst  be  the  primary  consideration  of  national  policy  (p.  6 of  NPC 

^°0?Wrom  abroad  should  be  available  to  the  United  Stat^  to  the  eirtent  that  it 
ma^v^'rEEetdrntupplement  our  domestic 

outside  of  the  United  States,  in  places  well  situated  to  supply  our  on  suore  require 
ments  in  time  of  emergency,  is  of  importance  to  our  national  security  (p.  17  of 

^ lUs^Slv  in  the  interest  of  national  security  that  Peacetime  conditions  which 
encouraee  the  development  of  available  reserves  by  private  industry  should  be 
E^ZtS  An  active  program  of  exploration  by  the  industry  is  essential  (p.  20 

of  NPC  Policy). 

On  June  14,  1949.  Secretary  of  the  Interior  Ivrug  requested  formal 
consideration  of  the  problem  of  petroleum  imports  by  a committee 
of  the  CouncU  and  stated  he  believed  “that  a more  detaUed  and  specific 
study,  report  and  recommendations  than  was  contained  m the  policy 

68971—50 9 
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report  is  both  desirable  and  necessary.”  Pursuant  to  this  request 
the  Council  appointed  a committee  to  make  this  study,  but  admonished 
the  committee  that  they  were  limited  to  a factual  study  and  should 
not  “suggest  plans  or  programs  but  should  confine  its  report  to  find- 
ings of  fact.”  This  committee  filed  a statistical  report  on  October 
25,  1949.  The  findings  of  the  committee  were  formally  presented  to 
the  Council  and  adopted  by  the  Council  on  January  26,  1950. 

On  the  subject  of  imports  the  significant  matters  agreed  upon  in 
the  January  26th  report  were  as  follows: 

1.  The  sharp  increase  in  imports  of  crude  oil  and  its  products  coupled  with  the 
continuing  decline  in  exports  of  crude  oil  and  its  products  has  hurt  the  domestic 
industry. 

V 

2.  If  imports  continue  to  increase  without  regard  to  the  principle  of  only 
supplanting  the  domestic  production  of  crude  and  products — they  will  seriously 
damage  the  oil  industry  and  thus  adversely  affect  the  national  economy  and  the 
national  security. 

This  report  made  no  recommendations  on  imports.  Included  in 
this  report,  however,  were  some  dogmatic  findings  on  the  “position 
of  the  American  oil  industry  as  affected  by  the  relationships  between 
sterling  and  dollar  areas  of  the  world.”  In  this  latter  phase  of  the 
report,  the  committee  ignored  the  admonition  that  no  recommenda- 
tions should  be  made,  and  proceeded  to  state  “The  United  States 
Government  should  take  steps  to  permit  American  oil  companies  to 
compete  in  the  international  oil  trade  free  of  the  unsurmountable 
obstacles  presented  by  the  present  trade  and  exchange  control  dis- 
criminations being  arbitrarily  imposed  by  the  British  Government.” 

Of  the  11  principal  current  importei’s,  the  following  have  repre- 
sentatives on  this  committee:  Shell  Oil  Co.,  Gulf  Oil  Corp.,  Standard 
Oil  Co.  of  California,  Standard  Oil  Co.  of  New  Jersey,  Cities  Service 
Co.,  the  Texas  Co.,  and  Sinclair  Oil  Corp.  There  were  also  repre- 
sentatives on  the  committee  from  the  Independent  Petroleum  Associa- 
tion of  America  and  the  Texas  Indeptmdent  Producers  and  Royalty 
Owners  Association. 

Other  Affected  Groups 

As  previously  stated,  the  subcommittee  found  that  before  a remedy 
or  solution  could  be  suggested  for  the  current  problem,  it  was  necessary 
to  inquire  into  the  effects  that  oil  imj)orts  or  relief  therefrom  might 
have  on  other  groups  or  industries. 

Bankers:  Bankers  from  the  oil-producing  sections  testified  that 
cut-backs  in  production  in  these  regions  would  have  serious  economic 
effects  on  the  communities  siu-rounding  the  producing  areas,  and  that 
if  the  tlu-eat  of  increasing  imports  of  oil  were  not  removed,  it  would 
be  necessary  to  impose  more  stringent  restrictions  on  loan  capital 
to  the  producing  segment  of  the  industry.  Bankers  further  testified 
that  when  a reduction  in  daily  allowables  occurs,  it  is  necessary  to 
renegotiate  existing  loans  in  order  to  enable  the  borrower  to  meet 
the  fixed  minimum  payments  originally  allowed  for  in  the  loan  agree- 
ment. 

Mr.  FelLx  Simmons,  vice  president.  Liberty  National  Bank  & 
Trust  Co.  of  Oklahoma  Cit}’’,  Okla.,  stated: 

In  many  instances  this  will  be  difficult  to  do,  due  to  the  lending  agencies’ 
unwillingness  to  go  along  with  any  reduced  minimum  payment,  as  a result  of  the 
instability  of  the  industry,  thereby  forcing  a sale  of  the  property,  which  will  tend 
to  bring  about  a further  collapse  of  the  general  economics  of  the  States  producing 
Oil. 
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Oil  Fields  Supply  Company:  Mr.  S.  O.  Bern,  vice 
tain  Iron  & Supply  Co.,  Wichita,  Kans.,  testified  (August  17,  1949) 
that  questionnaires  were  sent  out  to  53  companies  considered  repre- 
sentative of  the  supply  and  service  branch  of  the  oil  industry,  i nis 
witness  testified  that  the  consensus  of  opinion  from  a 55-percent 
factor  of  replies  was  to  the  effect  that  curtailment  of  production  o 
crude  oil  had  resulted  in  a loss  of  business  to  these  supply  houses, 
lay-offs  of  personnel  and  a general  decline  in  their  activities, 
three  percent  of  the  answering  firms  stated  that  “imports  are  detri- 
mental to  their  business.” 

Drillinq  Contractors:  Mr.  Howard  P.  Holmes,  a drilling  contractor 
from  Dallas,  Tex.,  testified  (May  25,  1949),  and  excerpts  from  his 

testimony  follow: 

The  ordinary  drilling  contractor  is  a part  of  that  group,  that  great  group  known 
as  small  business,  as  he  is  an  independent  owner  and  runs 

lust  as  a building  contractor  or  a road-building  contractor  does.  He  a job 
for  hire  for  anyone  who  needs  a well  drilled.  The  ordinary  or  average  contractor 
owns  five  rigs  or  less  and  does  a gross  bu-siness  within  your  definition. 

The  tools  which  drill  the  wells  for  the  total  oil-producing 
erouns.  There  are  those  tools  owned  by  the  comp.anics  who  drill  their  ow  n v ells. 
The  other  group  is  the  one  I am  talking  about  and  includes  those 
the  drilling  contractors,  who  work  for  those  people  or  those  ^ 

do  their  own  work.  The  independent  contractors  own  approximatelj  75  percent 
of  all  the  drillings  rigs  in  the  United  States  of  America  and  drill  about  p percent 
of  all  the  wells  drilled  in  this  country.  Consequently,  anything  which  happens 

to  the  drilling  contractor  affects  the  producing  business.  u • . uoo 

The  reverse  is  also  true;  anything  which  affects  the  oil-producing  business  hj^ 
a direct  and  immediate  effect  upon  the  drilling  contractor.  P tk®  oil-producing 
business  is  prevented  by  unsound  economic  conditions  froin  drilling  replaceme  t 
Ss  the  contractor  is  at  once  affected  and  damaged.  For  that  reason,  the 
drilling  contractor  is  interested  in  doing  anything  which  will  guarantee  the  ultimate 

stabilitv  and  prosperity  of  the  oil-producing  business. 

It  is  my  considered  opinion  that  a strong,  vital,  energetic  domestic  oil-pro^cing 
businLvL  a strategic  requirement  of  our  United  States  of  America.  VQien  I 
sav  this,  I include  all  of  the  subsidiary  industries  which  aid  the  oil-producing 
business  including  my  own  industry.  If  we  have  the  locations  to  drill,  whi^ 
will  ultimatelv  produce  oil,  but  do  not  have  the  tools  with  which  to  drill  them, 
we  are  in  a po"sition  of  hazard  and  are  in  a position  from  which  w'e  cannot  recover 
fl)r  a period  of  less  than  3 to  5 years.  Even  if  all  of  the  equipment  were  developed 
and  the  basic  materials  were  available  for  its  manufacture,  it  would  be  i^ossible 
to  feed  into  the  industrv  the  capital  equipment  in  » leaser  Period  of  time.  On 
the  other  hand,  if  we  had  the  capital  equipment  on  hand,  but  had  let  our  inan- 
powS  dissipate’and  get  away  from  us,  it  would  take  an  even 

the  experience  and  education  which  are  now  in  our  industry.  These  facts  vere 
well  dSnsteated  in  the  last  war.  The  drilling  industry  generally,  w^  fully 
Sipped  at  the  beginning  of  the  war,  and  worked  through  the  major  part  of  the 
S wUh  the  equipment  on  hand.  Many  replacements  were  necessary,  but  they 
wSe  replacSents  caused  by  hard  use.  Unskilled  and  inadequate  labor  was  used, 
but  the  backbone  of  our  industry  was  our  skilled  and  trained  manpower.  If  we 
had  had  neither,  the  new  drilling  which  proved  to  be  so  essential  would  have  been 

drilling  or  developmental  section  of  the  industry  is  directly  dependent 
upS  thSil-prUScing  industry,  it  becomes  necessary  to  maintain  m a very  vital 
Se  the  o -producing  industry.  This  can  only  be  done  by  giving  that  industry 
??i5it  to  produce  its  Si  at  a rate  and  at  a price  which  will  return  to  the  producing 
ffidustrv  ite  cost  and  residual  profit.  This  return  in  cost  is  a requirement,  as  the 
SoS  mSt  te  continually  sSit  back  into  the  industry  in  order  that  new  wells 
maJ  be  drilled  new  reserves  developed,  and  new  sources  of  income  put  into 
aeration  You  are  probably  aware  that  in  1948  the  oil  industry  drilled  more 
wells  than  it  had  ever  drilled  in  any  single  year  previously.  I will  say  to  you, 
as  a iffiffig  contractor,  that  the  drilling  industry  ran  more  dril  mg  ngs  than  in 
anv  sinSe  Sear  previously.  Both  the  oil  industry  and  the  drilling  industry,  as 
a part  of  it^have  demonstrated  their  abiUty  and  their  willingness  to  send  back 
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the  money  which  came  to  them  as  a result  of  the  production  of  oil  and  the  drilling  | 
of  wells.  Analytically,  the  drilling  business  can  only  maintain  its  present  state  | 
of  development  and  stay  strong  if  the  w'ells  are  made  available  to  drill  through 
the  ability  of  the  producing  industry  to  finance  them.  I believe  that,  in  order 
to  maintain  this  rate  of  development,  which  has  demonstrated  that  it  is  possible 
to  replace  the  oil  as  we  need  it  and  use  it,  it  will  be  necessary  to  put  into  the 
hands  of  those  people  who  have  these  wells  drilled  the  money  with  which  to  drill 
them.  No  company  has  limitless  capital;  and,  consequently,  its  money  must 
be  replaced  in  order  that  it  may  replace  its  reserves  and  increase  its  reserves. 

Royalty  Owners:  Royalty  owners  testified  that  the  reduction  in 
production  allowables  had  reduced  their  royalty  payments,  all  of 
which  they  attributed  to  supplanting  oil  imports. 

Labor:  Representatives  of  the  oil-field  workers’  union  testified 
on  two  occasions,  once  in  Dallas,  Tex.,  on  May  26,  1949,  and  again 
in  Oklahoma  City  on  April  28,  1950.  These  representatives  pointed 
to  the  fact  that  importations  of  oil  were  supplanting  domestic  pro- 
duction and  as  a result,  oil-field  workers  were  being  laid  off.  They 
further  pointed  out  that  such  lay-offs  meant  more  to  the  industry 
than  merely  unemployment  of  personnel,  in  that  trained  workmen 
would  become  dispersed  and,  in  the  event  of  a national  emergency, 
would  be  unavailable  in  sufficient  quantities.  The  latest  statistics 
available  on  employment  in  United  States  crude-petroleum  and 
natural-gas  production  are  as  follows: 

, Number  of  employees  in  United  States  crude-petroleum  and  natural-gas  production^ 

1947-50 


1947 

1948 

1949 

1950 

1947 

1948 

1949 

January.. 

225,300 

245.800 

246. 300 

248. 700 

250. 300 

254.700 
260,200 

264.800 

260,000 
258,300 
257, 400 
258,800 
260, 100 
261, 900 
263,500 

251,800 

August 

246. 300 
245,000 

245.300 

245.300 

246.300 

266, 400 
264,900 
261,600 
263,000 
263,  700 

262,900 
260.700 
256,  700 
254,800 
253,  700 

February 

March 

April 

May 

June 

July — 

224^500 

225. 600 
228,000 
232,  700 
239, 100 

244.600 

September 

October 

November 

December 

Average 

237,300 

257,  500 

259, 100 

Source:  U.  S.  Bureau  of  Labor  Statistics. 


At  the  latter  hearing  it  was  pointed  out  to  the  labor  representative 
that  oil  imports  had  been  a source  of  dollar  income  that  enabled 
certain  foreign  countries  to  increase  t,heir  purchases  in  the  United 
States.  The  labor  representative  had  no  statistics  available  to  show 
what  employment  advantages  might  have  been  obtained  because  of 
imports,  to  relate  against  the  unemplojunent  which  he  alleged  resulted 
from  imports. 

Independent  Marketers:  On  July  14,  1949,  the  subcommittee  heard 
Harry  B.  Hilts,  secretary  of  the  Empire  State  Petroleum  Association, 
Inc.,  and  the  Atlantic  Coast  Oil  Conference,  Inc.  Mr.  Hilts  testified 
that  the  members  of  both  associations  were  small-business  men  en- 
gaged in  distributing  and  marketing  of  gasoline,  heating  oils,  and  other 
petroleum  products  in  New  York  and  in  the  States  of  the  Atlantic 
seaboard.  These  small-business  men  were  unalterably  opposed  to 
Government  restrictions  on  petroleum  imports. 

Mr.  Hilts  further  stated: 

As  a matter  of  fact,  we  could  not  do  without  Venezuelan  residual  oil  today. 
We  do  not  want  to  see  anything  happen  which  would  prevent  our  ability  of 
obtaining  Caribbean  residual  oil.  And  we  think  the  time  is  not  too  far  distant 
when  we  will  be  more  and  more  dependent  on  that  type  of  additional  supplies. 


EFFECTS  OF  OIL  IMPORTS  ON  DOMESTIC  PRODUCERS  121 


Independent  Refiners:  The  gist  of  the  testimony  of  the  mdependent 
refiners  was  to  the  effect  that  oil  imports  were  excessive  and  tDat 
restrictions  limiting  these  imports  should  be  imposed.  A signmcant 
factor  was  developed  from  the  consumer  standpomt  m the  te^imony 
of  Mr.  Robert  0.  Anderson,  president,  Malco  Refineries,  Inc.,  Kosweu 
N.  Mex.  This  is  reflected  in  the  following  question  and  answer: 

Mr.  Ellis.  How  high  do  you  think  the  residual  fuel  oil  would  go  on  the  ™ 

seabJkrd-and  let  us  say  we  are  talking  in  terms  of  a JiS 

imports  of  residual  fuel  oil  and  the  heavy  crude  which  produces  residual 

^^Mr^^^ANDERSON.  I would  say  temporarily  it  would  probably  go  back  to  where 
it  was  in  1948. 

Mr  Ellis.  What  was  that?  , j, 

Mr.  Anderson.  I would  guess  in  New  York  it  w«  ^ ® IHt 

up  a dollar.  If  you  cut  it  oft  overnight,  you  have  a sharp  effect  obviously  U it 
were  not  cut  off  overnight,  and  the  transition  were  slower,  I think  it  would  nse 

possibly  50  cents  a barrel. 

TRADE  AGREEMENTS  AND  IMPORT  TAXES 

In  1932  the  following  schedule  of  excise  taxes  was  imposed  on  the 
importation  of  crude  oil  and  products: 


^ j.  cents  per  barrel-.  21 

Crude  . — ..do.—  21 

p®'-  2« 

Kerosene ^ 


These  taxes  have  been  subjected  to  change  on  three  occasions 
the  trade-agreements  program.  First,  in  1939  i^^^^®/Sreement  with 
Venezuela;  second,  in  1943  in  the  agreement  with  M^co,  third,  m 
1947  in  the  multi-lateral  agreement  consummated  m Geneva 

In  the  Venezuelan  agreement  the  excise  tax  was  reduced  Iroin  -1 
cents  to  lii  cents  per  barrel  on  crude  petroleum,  topped  crude  petro- 
leum gas  oil,  and  fuel  oil.  These  reductions,  however  applied  only 
on  an  amount  equal  to  5 percent  of  the  total  quantity  of  oil  processed 
in  United  States  refineries.  Imports  in  excess  of  the  5 percent  were 

subject  to  the  full  tax.  , , 

In  the  Mexican  agreement  the  quota  restriction  was  r^oved  and 

the  reduced  rates  of  the  Venezuelan  agreement  were  reaflfiraed  and, 
in  addition,  the  tax  was  reduced  50  percent  on  kerosene,  liquid  asphalt. 

In  the  General  Agreement  on  Tariffs  and  Trade  of  1947,  concluded 
at  Geneva,  the  tax  on  gasoline  was  reduced  from  2 h cents  to  1^ 
cents  per  gallon,  and  on  lubricating  oils  from  4 cents  to  2 cents,  m 
other  products  not  treated  in  previous  agreements  were  reduced  by 

^^In^view  of  the  “favored-nation”  policy  of  the  United  States  Govern- 
ment, the  provisions  of  the  most  advantageous  agreement  are  applica- 
able  to  other  favored  nations,  regardless  of  previous  agreements.  ^ . 

Article  VI  of  the  Venezuelan  agreement  contams  a provision 
against  quantitative  restrictions  and  also  a reasonable  approach  to  an 
escape  clause  which  reads  as  follows. 

Articles  the  growth,  produce,  or  manufacture  of  the  United  States  of  America 
enumemTed  Ld  descried  in  schedule  I and  articles  the  growth,  produce  of 
mSiSure  Jf  the  United  States  of  Venezuela  enumerated  and  described  m 
SdSfil  shall  be  permitted  to  be  imported  into  the  territory  of  the  other  country 

NSverthaleas,  should  the  Government  ot  one 
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of  the  contracting  parties  find  it  necessary  because  of  special  circumstances  to 
establish  a quantitative  restriction  on  any  such  article,  it  shall  notify  the  other 
Government.  If  agreement  between  the  two  Governments  regarding  the  res- 
triction is  not  reached,  such  other  Government  may  terminate  this  agreement 
on  30  days’  written  notice.  * * * 

^Vhile  either  contracting  party  may  impose  quantitative  restrictions 
on  the  importation  of  articles  described  in  schedule  I of  this  agreement 
(schedule  I includes  crude,  topped  crude,  fuel  oil,  and  gas  oil) , it  is  signi- 
ficant that  there  is  no  other  remedy  or  form  of  escape  provided  in 
article  VI. 

The  Mexican  agreement  became  effective  on  January  30,  1943. 
Article  X of  the  Mexican  agreement  contains  a general  provision 
against  the  imposition  of  quantitative  restrictions  on  importation  of 
articles  described  in  schedule  II  or  schedule  III  of  the  agreement 
(schedule  II  includes  crude,  topped  crude,  fuel  oil,  kerosene,  and 
petroleum  asphalt).  The  escape  clause  contained  in  article  XI  of  the 
agreement  is  more  detailed  than  in  the  Venezuelan  agreement  and 
provides,  in  part,  as  follows: 

1.  If,  as  a result  of  unforeseen  developments  and  of  the  concession  granted  on 
any  article  enumerated  and  described  in  schedules  annexed  to  this  agreement, 
such  article  is  being  imported  in  such  increased  quantities  and  under  such  condi- 
tions as  to  cause  or  threaten  serious  injury  to  domestic  producers  of  like  or  similar 
articles,  the  Government  of  either  country  shall  be  free  to  withdraw  the  con- 
cession, in  whole  or  in  part,  or  to  modify  it  to  the  extent  and  for  such  time  as 
may  be  necessary  to  prevent  such  injury.  Accordingly,  if  the  President  of  the 
United  States  of  America  finds  as  a fact  that  imports  of  any  article  enumerated 
and  described  in  schedule  II  or  schedule  III  are  entering  the  United  States  of 
America  under  the  circumstances  specified  in  the  preceding  sentence,  he  shall 
determine  whether  the  withdrawal,  in  whole  or  in  part,  of  the  concession  with 
regard  to  the  article,  or  any  modification  of  the  concession,  by  the  imposition  of 
quantitative  regulations  or  otherwise,  is  necessary  to  prevent  such  injury,  and  he 
shall,  if  he  finds  that  the  public  interest  will  be  served  thereby,  proclaim  such 
finding  and  determination,  and  on  and  after  the  effective  date  specified  in  such 
proclamation,  and  so  long  as  such  proclamation  remains  in  effect,  imports  of  the 
article  into  the  United  States  of  America  shall  be  subject  to  the  customs  treatment 

so  determined  to  be  necessary  to  prevent  such  injury.  * * ♦ 

* 

The  1947  General  Agreement  on  Tariffs  and  Trade  was  originally 
entered  into  by  23  nations,  including  the  United  States.  The  signa- 
tories have  now  increased  to  26  nations,  but  Venezuela  and  Mexico 
are  still  not  parties  to  the  agreement.  Under  articles  XI-XIV  of 
this  agreement  it  is  agreed  that  provisions  and  restrictions  on  imports, 
other  than  duties,  taxes,  and  charges,  are  not  to  be  instituted  by  a 

government  except  to  safeguard  its  external  financial  position  and 
alance  of  payments. 

The  escape  clause  contained  in  article  XIX  permits  any  contracting 
party  to  suspend  any  obligation  in  whole  or  in  part  or  to  withdraw  or 
notify  any  concession  if,  as  a result  of  unforeseen  developments  and 
of  the  effect  of  such  obligation,  including  tariff  concessions,  a product 
is  being  imported  into  that  party’s  territory  so  as  to  threaten  serious 
injmy  to  its  domestic  producers.  Provison  is  also  made  for  com- 
pensating action  by  the  other  contracting  parties. 

The  facts  developed  by  subcommittee  investigations  and  the 
testimony  reflect  that  domestic  companies  operating  in  world  markets 
have  been  and  are  confronted  with  monetary  regulations  imposed 
by  the  British  Government  as  well  as  bilateral  trade  agreements 
entered  into  by  the  same  government,  which  are  seriously  affecting 
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the  business  of  these  companies  in  world  markets  and  possibly  are 
pressuring  some  of  their  foreign  production  into  the  American  marke  . 

United  States  Government  representatives  began  negotiations 
British  representatives  in  August  of  1949  toward  the  end  of  working 
out  these  trade  and  monetary  difficulties.  Ne^ tuitions  continue 
and  are  continuing.  In  December  of  1949  the  British  (government 
notified  certain  American  companies  that  shipments  of  dollar  oil  mio 
England  were  being  curtailed.  This  embargo  w^as  put  into 
about  February  1,  1950,  and  is  now  in  existence.  Subsequent  to  the 
notification  referred  to,  the  British  presented  a formal  Proposal  to 
the  State  Department  for  the  solution  of  these  difficulties,  i 
State  Department,  after  consultation  with  the  domestic  , 

affected,  then  submitted  a counterproposal  to  the  British.  A Partial 
reply  to  this  counterproposal  has  been  received  and  is  under  con- 
sideration. 


PART  II 

ANALYSIS  OF  THE  FACTS  AND  TESTIMONY 


One  of  the  major  problems  which  confronted  the  subcommittee  was 
the  analysis  of  relevant  facts  and  factors  involved  and  the  assigning  to 
each  its  proper  relative  weight.  The  facts  are  reasonably  susceptible 
of  varied,  logical  interpretations,  some  of  which  are  diametrically 
opposed.  Practically  all  of  the  views  and  opinions  which  have  been 
presented  are  affected  to  some  degree  by  self-interest,  fear,  opinionated 
economic  philosophies,  and/or  other  factors.  The  subcommittee  does 
not  wish  to  imply  that  all  of  this  was  born  of  premeditated  design. 
It  is  recognized  that  wtnesses,  however  sincere,  are  still  subject  to 
external  forces. 

The  subcommittee  further  recognizes  that  100-percent  accuracy  in 
analyzing  and.  weighing  the  facts  would  require  the  composite  char- 
acteristics of  a crystal  gazer,  economist,  petroleum  geologist,  refining 
and  marketing  expert,  international  political  genius,  and  many  other 
characteristics,  plus  a working  arrangement  wdth  the  Deity  which 
would  permit  resort  to  that  source  when  the  other  characteristics 
failed.  Normally  a report  of  this  kind  would,  by  its  analysis,  reflect  a 
definite  indication  of  ultimate  conclusions  or  recommendations.  Since 
the  problem  under  investigation  is  subject  to  so  many  interpretations, 
the  subcommittee  decided  that  its  analysis  would  be  a “pro”  and 
“con”  approach  reflecting  the  factors  considered.  It  is  believed  that 
such  an  approach  will  enable  the  reader  either  to  accept  the  subcom- 
mittee’s interpretations  or  reject  them  and  arrive  at  his  own 
conclusions. 

The  subcommittee  felt  that  somewhere  in  this  controversial  prob- 
lem, \dth  its  mass  of  varied  opinions,  there  should  be  some  factors 
on  wtuch  the  industry  as  a whole  agreed.  The  subcommittee  found 
that  the  Petroleum  Industry  War  Council,  appointed  by  the  Petroleum 
Administrator  for  War,  in  its  meeting  on  October  24,  1945,  said: 

* * * that  in  the  public  interest  of  maintaining  national  security  it  should  be 

the  policy  of  this  Nation  to  restrict  amounts  of  imported  oil  so  that  such  quan- 
tities will  not  disturb  or  depress  the  producing  end  of  the  domestic  petroleum 
industry,  and  only  such  amounts  of  oil  should  be  imported  into  this  country  as 
are  absolutely  necessary  to  augment  our  domestic  production  when  it  is  produced 
under  conditions  consonant  with  good  conservation  practices. 

It  would  appear  that  the  yardstick  agreed  to  by  the  industry  in 
this  policy  could  be  used  to  measure  the  actual  situation  on  imports. 
The  subcommittee  soon  learned,  however,  that  policies  in  the  oil 
industry  that  were  acceptable  to  the  industry  in  one  year  might  not 
obtain  at  a later  time  when  different  conditions  and  circumstances 
prevailed.  As  an  example,  less  than  2 years  after  adoption  of  this 
policy,  the  Congress  was  demanding  industry  to  rush  import  schedules 
to  prevent  consumer  hardships.  When  the  subcommittee  had  its 
attention  called  to  the  national  oil  policy  as  adopted  by  the  National 
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Petroleum  Council  on  January  13,  1949,  we  found  ‘herein  what 
appeared  to  be  a recent  statement  of  policy  on  imports,  adop  y 
the  industry: 

The  availability  of  petroleum  from  domestic  produced  under 

conservation  practices,  together  with  other  ir^porte  are 

for  determining  if  imports  are  necessary  and  the  extent  to  ^vnic  ■ 
desirable  to  supplement  our  oil  supplies  on  a basis  which  will  be  sound 
the  national  economy  and  in  terms  of  conservation. 

At  first  blush,  the  phraseology  appeared  to 
tunately,  the  subcommittee  soon  found  that  the  ^ 

with  Other  pertinent  factors”  and  “on  a basis  which  will  sound  m 
terms  of  the  national  economy”  had  been  made  the  subject  of  a w d 

^*^Some^  orthrindependent  producei-s  ignored  the  “other  P^tinent 
factors”  modification  and  insisted  that  as  long  as  oil  was  physica,  y 
available  from  domestic  sources,  produced  under  good  conservation 
standards,  no  imports  should  be  admitted  The  f ^ 

that  presented  by  some  of  the  importers,  who 

cation  of  the  policy  should  be  viewed,  m the  light  of  the  foregoing 
nhrasos  on  a lons-term  and  not  a short-term  basis, 

^ It  is  this  diversity  of  opinion  and  interpretation  that  has  resulted 
in  the  words  “supplement”  and  “supplant”  becoming  the  woof  and 
warp  of  the  record.  Somewhere  the  phraseology  came  into  being 
thaf  “imports  should  be  permitted  to  supplement  but  not 
domestic  production. ’ ’ This  so-called  maxim  is  not  contained  m these 
words  in  any  policy,  actually  or  by  interpretation,  unless  we  infer  that 
the  maxim  contemplates  “together  with  other  factors  and  sound 
terms  of  the  national  economy  and  m terms  of  conservation. 

In  view  of  this  situation,  we  have  attempted  to  analyze  the  ^P 
picture  from  the  beginning  of  1949  (at  the  begmnmg  of  which  year 
the  problem  first  became  significant)  to  date,  on  a pimely  physical 
basis^ in  the  light  of  “supplementing”  or  “supplantmg,  before  pro- 
ceeding to  an  analysis  giving  consideration  to  the  “pertment  factors. 

Imports — Physical 

It  is  evident  from  all  of  the  facts  that  some  imports  of  crude  oil 
and  products  historically  have  a place  in  the  domestic  industry. 
Prior^to  the  present  situation,  the  most  sipnficant  period  m the 
history  of  the  industry  when  imports  reached  exceptional  levels  was 
in  the^l920’s  and  early  1930’s,  when  this  country,  relatively  speakmg, 
was  deluged  with  foreign-produced  oil.  Witnesses  have  pomted  to 
Te  fact  that  this  resulted  in  such  a flooding  of  Americp  mark^s 
that  the  price  was  reduced  to  10  cents  per  barrel  This  is  com- 
nletelv  accurate.  There  were  two  other  factors  which  contrib^ed  to 

the  price  break  and  deluge  of  supply  as 

the  1920’s,  several  flush  fields  were  discovered  m the  United  States 
and  ^th  conservation  either  nonexistent  m some  States  or  m its 
toddling  infancy  in  others,  production  was  excessive.  Both  of  these 
factorfadded  t^ether  then  ran  head-on  into  an  economic  depression. 
A tlfis  thne  an  excise  tax  of  21  cents  per  barrel  was  placed  on  foreip 
oil-  and,  due  to  the  domestic  price  then  exist  mg,  this  tax  ^ited  the 
floX  reducing  total  imports  from  236,000  barrels  dady  m 1931  to 

124,000  barrels  daily  in  1933. 


4 
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In  1920,  1921,  and  1922,  the  United  States  was,  for  the  first  time 
in  its  history,  a net  importer  of  crude  oil  and  refined  products.  This 
situation  did  not  occur  again  until  1948,  at  which  time  we  became  a 
net  importer  in  the  amount  of  144,000  barrels  daily.  This  net  import 
balance  increased  to  an  average  of  315,000  barrels  daily  for  the  year 
1949.  Exports  of  crude  and  products  have  been  decreasing  rapidly 
since  the  peak  year  of  568,000  barrels  daily  in  1944  to  a daily  average 
of  327,000  barrels  for  the  year  1949.  There  are  disputes  as  to  how 
“imports”  and  “exports”  should  be  defined,  but  under  any  definition 
the  trend  is  the  same. 

For  the  purpose  of  this  part  of  the  analysis,  however,  attention 
has  been  directed  toward  ascertaining,  from  a physical  standpoint, 
whether  imports,  since  these  investigations  began,  have  supplanted 
domestic  production  and  to  what  extent. 

Generally  speaking,  most  of  the  independent  producers,  in  pre- 
senting their  case  on  imports,  have  dealt  with  quantities  in  total 
rather  than  broken  down  to  crude  and  products.  While  this  might 
be  proper  for  some  statistical  purposes,  and  the  subcommittee  has  so 
treated  it  in  some  instances,  it  is  unfair  and  improper  to  view  imports 
in  totals  in  trying  to  arrive  at  a decision  of  whether  or  not  imports  are 
supplanting  domestic  production  or  are  having  adverse  effects  on 
either  the  independent  producer  or  the  domestic  industry.  To  relate 
an  imported  barrel  of  residual  oil  to  a barrel  of  domestic  crude  oil  is 
comparable  to  relating  a product  to  the  material  that  produced  the 
product,  along  with  other  products. 

The  subcommittee  deems  it  necessary  to  treat  the  principal  oil 
imports,  crude  and  residual  fuel  oil,  separately. 

Crude  oil. — Historically,  the  principal  sources  of  imported  crude 
petroleum,  until  recent  years,  have  been  South  America  and  Mexico. 
In  recent  years  imports  of  crude  oil  from  the  Middle  East  have  been 
rising  to  the  current  level  of  approximately  115,000  barrels  daily. 

The  crude  oil  from  South  America  and  Mexico  is  principally  a 
heavy  oil  with  high  yields  of  asphalt,  residual  fuel  oils,  low  cold-test 
lubricating  oils,  and  wax.  The  statistical  report  of  the  National 
Petroleum  Council  (October  25,  1949)  stated  that  80,000  barrels  per 
day  of  these  types  of  crude  are  necessary  for  the  United  States  as 
“specialty”  crudes.  As  to  these  80,000  barrels,  it  can  be  assumed 
that  as  a “specialty”  crude  it  is  not  supplanting  domestic  production. 
Of  the  remaining  crudes  from  South  Ani(3rica  and  Mexico,  these  would 
not  be  supplanting  except  in  the  event  similar  crudes,  reasonably 
located,  were  available  from  domestic  production.  The  record  is 
not  clear  as  to  what  quantities  of  comparable  types  were  available  in 
domestic  production  at  the  time  of  these  imports,  but  there  is  no 
doubt  that  since  the  beginning  of  1949  domestic  production  could 
physically  have  supplied  domestic  demand  vdth  at  least  a portion  of 
the  crudes  imported  from  South  America  and  Mexico. 

There  is  evidence  in  the  record  to  support  the  assumption  that  oil 
of  a comparable  grade  and  gravity  could  have  been  supplied  from 
domestic  production,  observing  good  conservation  practices,  to  offset 
most  of  the  crude  oil  imported  from  the  Middle  East  at  all  times 
since  January  1,  1949.  Thus  we  must  assume  that  on  a purely 
physical  basis,  and  without  regard  to  other  factors,  some  imports  of 
crude  oil  have  supplanted  domestic  production  during  this  period. 
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A review  of  the  history  of  the  industry  indicates  that  the  principle 
is  not  new,  although  the  extent  of  same  has  reached  unusual  propor- 
tions during  the  past  17  months.  The  subcommittee  reserves  com- 
ment as  to  the  merits  or  demerits  of  such  a situation  xmtil  a later 

part  of  this  analysis.  , -i 

ResUucd  fuel  oil. — Residual  or  heavy  fuel  oil  is 
the  other  products,  such  as  gasoline,  kerosene,  household  heating  oil, 
and  others  are  distilled  from  a barrel  of  crude  oil.  The  other  products 
have  always  had  a higher  value  and  therefore,  historically,  refineries 
have  endeavored  to  minimize  the  yield  qf  residual  oil.  Ghairman 
Murray  of  the  Texas  Railroad  Commission  recently  referred  to  resi- 
dual fuel  oil  as  the  “sawdust”  of  the  petroleum  industry. 

This  oil  is  used  in  ships’  bunkers  and  as  a burning  large 

industrial  boilers,  and  should  not  be  confused  with  household  heating 
oil.  The  industrial  Eastern  States,  the  Chicago  area,  and  the  bunkers 
of  the  eastern  seaboard  ports  provide  the  greatest  consumer  outlet  lor 
this  type  of  oil.  Domestic  consumers  historically  have  been  supplied 
by  yields  from  domestic  refineries  plus  supplements  from  foreign 

sources  1 

It  generally  is  not  economically  feasible  to  bring  fuel  oil  from  the 

west  coast,  although  approximately  15,000,000  barrels  were  delivered 
from  that  source  to  the  eastern  seaboard  during  the  past  winter. 
Representatives  of  industry  on  the  west  coast  freely  state  that  suen 
shipments  were  in  reality  a “dumping”  or  salvage  operation  to  get 
rid  of  excessive  stocks.  It  is  well  to  note,  however,  that  the  supply 
from  this  unusual  source  by  no  means  glutted  the  market,  and  stock 
levels  of  residual  fuel  oil  are  lower  today  than  they  were  a year  ago 
(May  1,  1949,  22,200,000  barrels;  May  1,  1950,  15,300,000  barrels). 

This  next  presents  the  question  of  whether  or  not  imports  of  residual 
fuel  oil  displaced  domestic  production  of  crude  oil  which  might  other- 
wise have  been  produced  and  refined  for  the  purpose  of  meeting 
residual  demands.  If  this  country  attempted  to  Produce  enough 
crude  oil  to  yield  the  equiyalent  of  the  approxunately  320,000  barrels 
of  residual  fuel  oil  imported  daily  during  1949,  it  would  require  ap- 
proximately 1,636,000  barrels  of  crude  daily,  on  the  basis  of  current 
ayerage  domestic  jdelds  (19.56  percent).  Luifortimately,  this  country 
did  not  haye  the  productiye  capacity  to  provide  that  much  crude 
dailv  if  good  conservation  practices  were  followed,  but  let  us  assume 
for  tiie  moment  that  we  did  just  that.  ^Vliile  it  might  assist  the 
producers  of  crude  by  increasing  production  that  amount,  it  would 
also  result  in  upward  of  762,000  barrels  of  gasoline,  134,000  barrels 
of  kerosene,  and  332,000  barrels  of  distiUates,  daily.  Since  stocks  of 
these  products  were  at  reasonable  levels,  then  these  additions  w’oula 
have  been  excessive.  If  we  assume  that  we  had.  1,000,000  barres 
excess  crude  productive  capacity  daily  during  1949  (which  we  aia  not)  , 
that  would  only  have  yielded  about  200,000  barrels  of  residual  fuel 
oil,  leaving  us  short  120,000  barrels  daily.  Tins  shortage,  of  course, 
would  have  been  greater  if  imports  of  crude  oil  had  been  eliminated. 

The  subcommittee  is  not  unaware  that  the  foregoing  does  not  con- 
template other  variables  such  as  price,  location  of  crude  supply,  a.nd 
so  forth,  which  could,  of  course,  vary  the  computations,  but  wliich 

we  do  not  believe  would  vary  the  trend.  i • 

From  the  foregoing  line  of  reasoning  we  can  assume  that  this  country 
could  physically  produce  the  equivalent  of  a portion  of  the  imported 
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residual  oils,  but  to  do  so  would  have  caused  excessive  stocks  of  other 
products.  There  is  one  other  physical  means  possible,  and  that  is, 
to  increase  the  yield  of  residual  fuel  oil  from  current  refinery  runs. 
To  do  this,  it  has  been  said,  would  be  as  absurd  as  for  a lumber  dealer 
to  accent  his  yield  of  sawdust.  Such  would  not  be  in  keeping,  by  any 
means,  with  the  refinery  phase  of  conservation. 

The  foregoing  is  not  to  be  construed  as  a conclusion  that  imports 
of  residual  fuel  oil  have  not  had  some  eff  ect  on  restricting  or  depressing 
the  market  for  domestic  crude  oils  from  which  such  fuel  might  have 
been  derived.  Certain  heavy  oil-producing  fields  (60  percent  plus 
residual  yield)  have  experienced  cut-backs  which  some  producers  claim 
have  been  due  to  importation  of  residual  fuel.  On  the  other  hand, 
other  factors,  among  which  are  conservation  practices,  location,  and 
price,  may  well  have  contributed  to  the  cut-backs.  This  phase  of  the 
analysis  is  confined  to  the  physical. 

Now  let  us  review  some  of  the  facts,  evidence,  and  contentions 
presented,  in  the  light  of  the  “pertinent  factors”  and  of  soundness 
“in  terms  of  the  national  economy.” 

The  Independent  Producer 

In  order  to  understand  and  analyze  the  position  and  contentions  of 
the  independent  producer,  it  is  first  necessary  to  have  some  concep- 
tion of  the  characteristics  of  the  individual.  The  small  independent 
producer  (as  distinguished  from  the  larger  companies  who  engage 
solely  in  the  production  of  crude  oil)  is  as  individualistic  as  a finger- 
print. There  are  certain  characteristics,  however,  common  to  each. 
He  is  part  prospector,  part  gambler,  both  generous  and  selfish,  and  in 
general  a solid  American  citizen.  There  is  hardly  a time  but  what 
he  either  owns  or  is  trying  to  obtain  a lease  which  will  amount  to 
the  strike  of  his  career.  He  is  willing  to  gamble  his  total  assets,  as 
well  as  those  borrowed  from  his  neighbor,  to  explore  for  oil.  He  often- 
times ignores  the  judgment  of  trained  geologists  and  drills  for  oil  where 
only  the  stupid  would  drill — stupid,  that  is,  until  he  finds  it — and  he 
does. 

These  oil  “prospectors,”  \vith  the  valuable  assistance  of  the  inte- 
grated companies,  are  credited  with  having  made  75  percent  of  the 
new  discoveries  in  this  country,  and  consistently  are  responsible  for 
drilling  the  greater  portion  of  exploratory  wells.  The  well-being  of 
the  industty  is  as  dependent  upon  the'  independent  producer’s  initia- 
tive as  it  is  upon  the  effort  of  the  larger,  integrated  company  who 
usually  assists  in  developing  his  findings  and  transporting,  refining, 
and  marketing  them. 

In  the  digest  treatment  of  the  facts  and  testimony  presented  by 
the  independent  producer,  the  principal  contentions  were  set  forth. 
As  indicated  by  their  testimony  in  the  first  hearing  in  Dallas  in  May 
of  1949,  unless  imports  of  crude  and  residual  oils  were  seriously  cur- 
tailed, the  independent  producing  segment  of  the  industry  would  soon 
wither  and  die  on  the  vine  and  with  it  would  go  those  proven  reserves 
so  necessary  to  military  security  and  many  other  incidental  groups 
dependent  upon  the  healthy  existence  of  the  independent  producer 
for  support. 

The  contentions  were  not  unusual  if  the  situation  is  viewed  through 
the  eyes  of  an  independent  producer.  Those  in  Texas  had  just 
completed  1948,  a flush  year  of  production,  at  what  might  be  con- 
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sidered  flush  prices.  Suddenly  they  were  confronted 

drop  in  production  allowables,  and  when  looking  for 

this  trouble,  with  its  attendant  decrease  in  gross  incoine,  , 

that  imports  had  reached  new  high  levels.  These  pmd^ 

wells  capable  ol  producing  oil  comparable  to  a 

of  that  which  was  being  imported,  saw  their  J 

and  imports  increasing.  Looking  further 

cause  they  suddenly  became  aware  of  the  fact  that  the 

excess  of  foreign  productive  capacity  as  related  [9  mTrlfets’ 

They  visualized  these  producers  of  foreign  oil,  seeking  dollar  mw 
initiating  a slow  but  sure  absorption  of  the  domestic  market  mth 
what  the  independents  termed  “cheaply  produced  foreign  „ 

An  analysis  of  this  viewpoint  indicates  dual  concerm  The  first 
concern  was  as  to  the  actualities  of  the  existing  situation.  Let  us 

pxnlorc  the  actual  situation,  . 

At  the  first  hearing  in  Dallas,  Tex.,  one  of  the  ‘ 
points  raised  by  the  independent  producers  was  that  ® 

foreign  oils  were  at  that  time  excessive,  and  if  they 
mte  ^of  increase  indicated,  the  ultimate  result  b®  les^^ 

drilled  in  this  country  and  attendant  decreases  m proven  reserves 

‘"'^lli'e'^'^su^om^^^^  particularly  concerned  about  these  alle- 

gations,  since  it  was  uniformly  agreed  that  if  this  Nation 
maintain  its  industrial  economy  and  national  security,  it  is  necessa^ 
Sr\t  si  ould  make  reasonable  increases  in  its  proven  reserves  of 
cruL  oil  and  productive  capacity,  annually.  It  was  also  umform  y 
agreed  that  e.vxessive  oil  iniporte  would  be  one  factor  which  could 

'^'^ThLe'wTtSerfurther  stated  that  drdling  activities  at  that  time 
were  in  line  with  those  for  the  same  period  m the  preceding  year, 
which  year  was  the  highest  in  the  history  of  the  mdustfy.b.v  number 
of  wells  drilled.  They  e.xplained  that  the 

then  occurred  because  programs  previously  established  during  peaK 
production  periods  were  stUl  going  forward  and  the  momentum 
gained  would  not  show  immediate  signs  of  curtailment.  A drilling 
contractor  who  testified  at  the  same  time  stated: 

Mav  24  1948  we  had  2,168  rigs  running  and  on  May  23,  we  had 

in  operating  rigs.  . 

Independent  producers  further  testified  drilling  programs  were  being 
curtailed  due  to  the  uncertainty^  of  the  import  situation.  Later , on 
August  17,  1949,  in  Wichita,  Kans.,  drilling  contractors  and  inde- 

Dendent  producers  took  the  same  positions, 

T pf  ns  look  at  the  record.  When  the  statistics  were  compded  a 

the  end  of  1949  (Oil  and  Gas  Journal,  January  26,  1950),  they  reflected 
tint  there  were  13  619  wells  drilled  in  the  States  of  Texas  m 1949  as 
against  12  172  for  the  year  1948.  The  State  of  Kansas  accounted  for 
3 356  wells  in  1949  as  against  3,252  in  1948,  both  States  showing  m- 
ieaLs  Drilling  activities  in  both  of  these  States  is  proceeding  for 

the  first  5 months  of  1950  at  comparable  rates.  , • , • 

From  an  over-all  standpoint,  slightly  more  wells,  exclusive  of  se™e 
wells  were  drilled  in  the  United  States  m 1949  than  in  1948.  further 
all  records  were  broken  in  1949  for  footage  driUed,  exploratory  drilling 
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and  new  oil  sources  discovered  (World  Oil,  February  15,  1950,  pp, 
57,  81). 

Crude  reserves  at  the  end  of  1949  showed  an  increase  of  7.5  percent, 
and  there  was  an  increase  of  several  hundred  thousand  barrels  in 
productive  capacity. 

From  the  foregoing  it  must  be  assumed  that  the  effect  of  import 
increases  has  not  been  manifest  to  date  by  decreases  of  either  proven 
reserves,  productive  capacity,  or  drilling  activities. 

This  does  not  mean,  however,  that  the  effect  of  import  increases  to 
date  will  not  be  felt  in  the  future.  Witnesses  have  repeatedly  pointed 
out  that  historically  the  factors  which  cause  fluctuation  in  drilling 
activities  do  not  show  their  effect  sometimes  for  periods  of  several 
years.  Our  own  study  of  this  aspect  of  the  oil  industry  indicates  that 
in  many  instances  festering  causes  oftentimes  do  not  manifest  them- 
selves as  tangible  problems  for  a considerable  period  of  time. 

With  these  factors  in  mind,  unbiased  forecast  estimates  of  drilling 
operations  were  sought.  The  subcommittee  found  and  has  reviewed 
the  1950  forecast  for  drilling  activities  prepared  by  World  Oil  and 
the  Oil  and  Gas  Journal.  There  is  a slight  variance  in  their  predic- 
tions. World  Oil  predicts  a 0.5  percent  decline  in  drilling  from  the 
1949  rate,  whereas  the  Oil  and  Gas  Journal  predicts  a decline  of  4.2 
percent  in  total  wells  drilled.  Each  of  these  estimates  are  worthy  of 
consideration  and  would  indicate  that  the  dire  effects,  attributable  to 
imports,  will  not  come  to  pass  during  the  year  1950,  at  least  if  drilling 
estimates  are  fulfilled  as  estimated. 

These  same  publications,  however,  ])oint  up  an  occurrence  which 
took  place  in  1949  which  we  cannot  ignore — geophysical  activity 
showed  marked  curtailment.  There  is  also  evidence  in  the  record 
that  leasing  activities  throughout  the  oil-producing  States  have  shown 
marked  curtailment.  Since  leasing  and  geophysical  activity,  the  fore- 
runners of  drilling,  have  shown  signs  of  decrease,  it  could  be  possible 
that  the  effect  of  production  cut-backs  is  beginning  to  be  manifest. 

It  must  be  borne  in  mind  that  reductions  in  production  have  not 
been  directed  against  the  independent  producer  alone ; these  reductions 
affect  all  producers,  independent  and  integrated,  large  and  small. 
The  value  of  production  in  1949  was  approximately  $500,000,000 
less  than  in  1948.  However,  it  was  approximately  $1,000,000,000 
more  than  in  1947,  andover  $2,000,000,000  more  than  in  1946.  Thus 
it  may  be  seen  that  the  situation  of  1949,  and,  for  that  matter,  the 
preceding  months  of  1950,  is  being  related  to  a peak  year  in  the 
industry.  From  the  standpoint  of  production  income,  the  situation 
faced  by  the  independent  producer  in  1949,  as  related  to  1948,  was 
fairly  prevalent  throughout  other  industries. 

It  is  the  consensus  of  opinion  of  the  importers  that  the  actual  problem 
created  by  imports  will  right  itself  through  normal  circumstances. 
In  their  explanations  of  how  this  will  come  about,  the  importers  refer 
back  to  the  factors  which  led  up  to  the  problem.  These  factors  were 
as  follows: 

The  industry,  immediately  after  the  war,  found  itself,  with  depleted 
stocks  of  both  crude  and  products,  facing  increasing  demands.  The 
situation  was  aggravated  by  a shortage  of  the  industry’s  supplies  and 
transportation  facilities.  The  severe  winter  of  1947-48  hit  this 
situation.  As  a result,  the  whole  country,  and  particularly  the 
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Congress,  was  importuning  the  industry  to  take  such  steps  as  wo 
insure  that  no  repetition  of  a similar  situation  would  occur,  and 

further  insure  adequate  supplies  for  the  future.  . • . 

Productive  capacity  had  suffered,  and  from  every  viewpoint  the 
industry  foresaw  need  for  not  only  increasing  domestic  productive 
capacity,  but  also  establishing  supplemental  reserves  m ^jeas. 

Faced  with  all  of  this,  the  domestic  producers,  as  well  as  the  do- 
mestic companies  producing  abroad,  initiated  one  of  the  most  vigorous 
exploratory  drilling  and  development  programs  m the  history  ot  the 
industry.  It  is  quite  possible  that  the  producing  segment  of  the 

industry  underestimated  its  own  strength.  • 

During  1948  the  domestic  production  was  operating  at  its  maximum 
efficient  rate,  and  despite  increasing  imports  during  thaJ  year,  there 
were  no  complaints,  since  demand  was  readily  absorbing  both  souices. 
This  absorbing  demand,  however,  was  not  consuming  all  of  tins  pro- 
duction. A substantial  quantity  (291,000  barrels  daily)  was  being 
added  to  depleted-crude  stocks  and  slowly  but  surely  b^igmg  these 
stocks  up  to  acceptable  working  levels.  By  the  end  of  1948  these 
levels  had  been  achieved  and  surpassed.  When  this  level  was  reached, 
demand  for  crude  dropped,  and  with  it  domestic  production.  Im- 
ports which  by  this  time  had  reached  new  high  levels,  were  increasing 
Ld  did  not  drop  along  with  domestic  production.  Added  fo 
confusion,  exports  were  droppmg,  which  further  limited  demand  for 
crude.  There  was  also  the  added  factor  that  domestic  consumption 

was  not  increasing  as  predicted.  dii.ntmn 

The  importers  point  to  the  fact  that  durmg  this  1947^8  situation 
in  order  to  insure  these  supplemental  sources,  a number  of  long-term 
contractual  commitments  were  entered  into 

contracts  are  still  in  effect  and  cannot  be  repudiated.  Further,  con- 
siderable investments  were  made  in  foreign  areas  to  mcrease  their  own 
production,  and  these  investments,  along  with  their  concessions,  must 

^^The  maiority  of  the  importers  indicate  that  the  plateau  on  imports 
has  been  reached ; that  the  unusual  situation  created  was  not  born  of 
premeditated  design  to  flood  the  American  market  with  foreign  oil, 
but  as  pointed  out  above,  was  born  of  their  best  judgment  as  to  v hat 
the ’needs  of  this  country  would  be.  Some  of  the  testmony  ^^i^ates 
that  these  efforts  were  the  result  of  overestunatmg  demands  ihe 
subcommittee  is  more  inclined  to  believe  that  the  effort  was  born  of 
what  was  then  considered  as  good  busmess  judgment  to  obtam  and 

The  Tmp^o^^^^^  further  point  out,  as  evidence  that  the  situation 
will  right  Itself,  the  fact  that  exaggerated  stock  levels  of  crude  have 
now  been  depleted  to  a point  below  acceptable  workmg  levels,  that 
to  mthdrawal  from  these  surplus  stocks  contributed  to  the  lessening 
of  demand  for  domestic  crude  production;  that  domestic  demand  or 
products  is  rising  now,  in  keeping  with  earlier  predictions,  J lat 
with  all  of  these  factors  existmg  the  domestic  industry  can  look  for 
production  increases  of  approximately  400,000  barrels  per  day  by  the 
end  of  1950;  all  of  this,  of  course,  without  restricting  or  reducing 
imports  from  the  estimates  for  the  last  half  of  1950  which  they  have 
previously  submitted,  and  in  effect  commiUed  themselves  to  m a 
hearing  before  the  Railroad  Commission  of  Texas  on  May  17,  1950. 
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Evidence  of  these  domestic  production  increases  are  already  in  effect. 
These  predictions  are  concurred  in  by  other  authorities,  such  as  the 
United  States  Bureau  of  Mines. 

It  is  significant  that  with  all  the  claims  about  excessive  imports, 
dumping  of  cheap  foreign  crude  on  the  American  market,  cut-back 
in  domestic  productions,  and  so  forth,  the  average  price  of  crude  for 
1949  was  very  little  less  than  that  of  1948.  There  were,  however, 
in  some  locations,  drops  in  price  of  certain  types  of  crude,  particularly 
heavy  crudes,  comparable  to  some  of  those  being  imported.  It  should 
be  pointed  out  that  the  State  of  Texas  adheres  more  closely  to  the 
conservation  principle  of  limiting  production  to  demand,  therefore, 
their  reduction  was  greater  in  comparison  to  other  States. 

Another  complaint  made  by  the  independent  producer  as  to  the 
actual  situation  was  that  domestic  production  was  doing  all  of  the 
cushioning  for  the  fluctuations  above  referred  to.  It  was  their  con- 
tention that  importers  should  decrease  theii’  imports  in  similar  ratios. 

The  importers  responded  by  pointing  out  that  these  schedules  of 
imports  could  not  be  curtailed  due  to  the  rigidity  of  contractual  com- 
mitments, demands  of  the  domestic  market,  and  other  factors  beyond 
their  control.  The  record  bears  out,  in  part,  justification  for  this 
defense.  Some  of  the  independent  producers,  adhering  to  a strict  in- 
terpretation of  the  supplement-supplant  policy,  feel  that  fluctuations 
of  domestic  demand  should  be  enthely  cushioned  by  imports.  Others 
would  require  more  of  a mutuality  of  flexibility  between  imports  and 
domestic  production.  It  would  be  uiu*easonable  to  demand  the 
former,  since  to  do  so  could  mean  that  the  importers  would  have  to 
hold  a portion  of  their  foreign-owned  production,  refineries,  and 
tankers,  in  a semi-stand-by  condition  awaiting  barometer  readings  of 
domestic  demand,  as  related  to  domestic  availability,  before  knowing 
how  much,  if  any,  of  their  facilities  should  be  put  in  operation  to 
meet  supplemental  requirements.  It  would  be  rather  absurd  to  ex- 
pect importers  to  have  tankers  loaded  with  crude  and  residual  fuel 
oil  anchored  offshore  awaiting  the  signal  to  supplement  domestic 
production.  It  is  equally  absurd  to  expect  foreign  producers  and 
purchasei-s  of  foreign  production  for  im])ort  purposes,  to  make  out- 
lays of  money  and  commitments  to  insure  supplemental  sources  if  a 
part  of  the  returns  therefrom  is  contingent  upon  the  whims  and 
caprices  of  fluctuations  of  this  character. 

On  the  other  hand,  it  is  also  unreasonable  to  allow  the  other  extreme 
of  permitting  importers  to  establish  peak  levels,  without  regard  to  a 
reasonable  interpretation  of  the  theory  of  supplement-supplant. 
Undoubtedly  there  is  a means  by  which  a mutuality  of  flexibility 
between  importer  and  domestic  producer  could  be  established  without 
undue  hardship  to  either  category.  This  is  particularly  true  now  that 
the  provoking  situations  are  more  clearly  in  focus  than  they  were  a 
year  ago. 

From  the  foregoing  facts  it  is  apparent  that  the  actual  effects  on  the 
independent  producer  to  date  have  been  a diminution  of  income  from 
the  1948  level.  Only  a portion  of  that  diminution  can  be  attributed 
to  supplanting  imports.  It  is  significant  that  the  reductions  in  domes- 
tic production  and  incidental  diminution  of  income  does  not  mean  a 
loss  that  is  gone  forever,  as  if  the  oil  had  been  produced  and  poured  out 
on  the  ground.  The  oil  is  still  in  the  ground  and  will  ultimately  be 
produced  at  a price. 
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With  some  exceptions,  the  importers  advance 
imports  to  date  have  not  had  adverse  effects,  and 
excessive  when  viewed  on  a short-term  basis,  they  will  y 

brought  into  balance,  under  the  supplement-supplant  ^ ^ 

lon<T-term  basis.  Frankly,  the  subcommittee  has  never  received  an 
adequate  definition  of  what  a long-term  basis  means. 

It  is  apparent,  after  reviewing  these  varied  f 

actual  situation,  that  the  level  of  imports  at  which  “‘•'f 
ducers  might  be  adversely  affected  is  entirely  different,  and  probably 
lower,  than  the  level  at  which  an  integrated  company,  r 

both  domestic  production  and  importation  of  oil,  would 
This  probably  accounts  in  a large  measure  for  the  difference  m 
as  to^hen  imports  break  over  the  line  of  adequate  supplements  into 

the  area  of  excessiveness. 

The  Import  Potenti.^l 

As  previously  stated,  the  independent  producer’s  concern  has  not 
been  Umited  to  the  actual  effect  of  increased  unports.  There  is  an 
even  greater  feeling  of  fear  mtervmven  through  all  of  their  testimony. 
Tliatfs  the  fear  tilt  the  trend  of  increases  will  continue  and,  because 
of  the  ovlsupplv  of  oil  outside  the  borders  of  this  country,  will  ult  - 
mately  either  absorb  or  take  over  and  dommate  the  domestic  ™»^bet. 

The  question  has  been  asked  many  tunes  : AMiere 

Let  us  analyze  the  facts  to  see  if  these  fears  are  nistified.  Accord- 
ing to  the  latest  estimates,  foreign  proven  crude  oil  reserves  amomit 
to^50  318  450  000  barrels.  It  is  safe  to  state  that  this  is  consideiably 
on  tL  Jo4er;^^^^^  side,  since  the  sources  of  the  figures  are  the  owning 
clnnanhTs  and  they  are  by  no  means  prone  to  give  maximums. 
From  a breakdown  of  these  figures,  the  independent  producer  sees 
billion  barrels  of  this  reserve  located  in  the  Middle  East  and 
approximately  10)^  billion  barrels  ui  South  America.  These  are  the 
LvoSXs  which  account  for  the  main  portion  of  current  unports. 
In  adXtion  he  sees  the  development  of  Canada  and  renewed  activities 
in  Mexico  looking  longingly  at  the  United  States  market  place. 

It  is  SidWuted  that  the  companies  produemg  in  these  areas  preier 
dollar  markets  for  their  production;  it  is  imdisputed  that  there  is  a 
shortage  of  dollars  in  the  world  market;  it  is  undisputed  that  the 
royalty  owners,  generallv  the  govenunents  of  the  respective  countries 
are  desirous  of  having  the  lessees  produce  from  these  concessions  at 
liberal  rates  of  production;  it  is  undisputed  that  there  is  a surplus  of 
off  shore  production  to  off-shore  demand.  In  the  face  of  these  undis- 
mited  fac^tors  and  with  the  trend  of  imports  increasmg,  the  mde- 
^ nSicer  can  rightfully  view  with  alarm  the  potential  posed. 

lt\  undoubtedly  this  very  realistic  fear  that  has  provoked  many 
LepeiXnt  Mdtnesses  to  stRte  that  if  they  on^^knew  where  unports 
it  would  be  of  some  help  in  enablmg  them  to  program 

“Thf  auitude  ami  actions  of  most  of  the  impoitci-s  have  aggravated 
th^rcar  Let  us  review  tlie  activities  of  the  11  principal  importers. 
Tn  Mav  of  1949  most  of  these  importers  intimated  to  the  Texas 
Jld  CommissioiT  imports  would  be  reduced.  For  a complete 
s?afisticaTTeview  of  the  activities  of  those  11  importers,  currently 
aMOmliriig  for  95  percent  of  the  total  imports,  the  reader  is  referred 
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to  the  digest  treatment  of  this  report,  where  these  individual  tables 
are  set  forth  in  detail,  together  with  summary  computations.  These 
records  reflect  that  these  11  importers  imported  in  1948  an  average 
of  339,337  barrels  of  crude  oil  and  124,201  barrels  of  products,  prin- 
cipally residual  fuel  oil,  or  a total  of  463,538  barrels  daily.  This 
represented  90.4  percent  of  all  imports  for  that  year. 

During  1949,  when  the  problem  of  imports  was  evident  and  even 
acknowledged  by  the  industry,  these  same  companies  increased  their 
imports  to  400,361  barrels  of  crude  and  189,709  barrels  of  residual  oil 
daily,  or  a total  of  590,070  barrels  daily.  This  represented  92.1  per- 
cent of  the  total  imports  of  641,000  barrels  daily. 

All  during  this  time,  this  subcommittee  was  investigating  the 
problem,  interrogating  the  importers,  requesting  the  importers  to 
submit  actual  reports  monthly,  and,  in  general,  indicating  by  its 
investigations  that  something  should  be  done.  Added  to  this  was 
the  activity  of  the  industry  itself,  through  the  medium  of  the  National 
Petroleum  Council,  which  studied  the  problem  and  adopted  a report 
on  January  26,  1950,  that  agreed  to  the  following: 

1.  The  sharp  increase  in  imports  of  crude  oil  and  its  products  coupled  with  the 
continuing  decline  in  exports  of  crude  oil  and  its  products  has  hurt  the  domestic 
oil  industry. 

2.  If  imports  continue  to  increase  without  regard  to  the  principle  of  only  supple- 
menting the  domestic  production  of  crude  and  products — they  will  seriously 
damage  the  oil  industry  and  thus  adversely  affect  the  national  economy  and  the 
national  security. 

Bear  in  mind  that  this  report  was  based  on  1949  statistics,  which 
reflected  total  average  imports,  by  all  companies,  of  641,000  barrels 
daily.  Coincident  with  this  report.  Standard  of  New  Jersey,  Texas 
Co.,  Gulf,  and  Socony-Vacuum  publicly  announced  reductions  in  their 
import  schedules. 

The  independent  producer  accepted  these  reductions  with  tongue  in 
cheek  and  with  some  faint  murmurings  to  the  effect  that  they  hoped 
that  this  brand  of  industry  statesmanship  would  be  contagious.  Then 
what  happened?  Early  in  March,  when  the  import  figures  for  the 
month  of  January  1950  were  available,  all  previous  import  records 
were  broken  and  a total  of  841,000  barrels  daily  was  the  average 
according  to  the  most  conservative  statistics.  In  short,  the  average 
was  exactly  200,000  barrels  daily  in  excess  of  the  average  for  1949. 
These  same  companies,  seven  of  which  have  representatives  on  the 
committee  that  prepared  the  January  26  report,  accounted  for  95.3 
percent  of  this  increased  total.  February  showed  a drop  to  685,000 
barrels,  only  to  leap  back  to  865,000  barrels  daily  for  the  month  of 
March. 

It  is  significant  that  the  principal  rise,  percentagewise,  has  been  in 
residual  fuel  oil.  From  the  standpoint  of  fear  to  the  independent 
producer,  what  the  imports  consist  of  means  nothing — he  is  thinking 
in  terms  of  total  barrels.  On  the  basis  of  estimates  submitted  by 
these  same  11  companies  to  cover  their  imports  for  the  last  half  of 
1950,  the  independent  producer  can  expect  total  average  imports  of 
approximately  512,763  barrels  of  crude  oil  and  approximately  305,000 
barrels  of  residual  fuel  oil  daily.  In  the  event  these  figures  are 
exceeded,  inquiry  should  be  made  as  to  the  cause.  For  example,  an- 
other cold  wave,  coal  strike,  or  necessity  for  replenishing  normal 
stocks  could  require  increases  in  residual  needs. 
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To  allay  the  independent  producer’s  fears,  the  importers 
pointed  out  that  they  have  no  intention  of  flooding  this 
foreign  oil,  stating  that  their  interests  and  divestments  in  this  coun  y 

would  also  be  placed  in  jeopardy  by  such  actions.  IV'Vinvp^tments 
majority  of  these  importers  do  have  more  substantial  investments 

and  holdings  in  this  country  than  in  [orwgii  areas.  Howewr  as 
previously  pointed  out,  the  point  at  which  they  might  be  a^^ctcd 
appears  to  be  at  wide  variance  with  the  point  that  would  affect  the 

^^^TW^TuSet^^^  in  the  face  of  this  variance  of  words  and  ac- 
tion, that  the  independent  producer  petitions  . i . 

pSibly  even  higher  Lthorities,  for  relief.  There  ^^j^^tle  wonder  that 

the  independent  producer  views  with  a “jaimdicod  . 

intimatioiis  bv  these  major  importers  that  proper  levels  can  be 
achieved  tlwough  voluntary  efforts  and  without  the  necessity  for 
legislative  relief.  (The  intimations  referred  to  are  the  commitmeiit 
mS  by  the  respective  companies  before  the  Texas  Railroad  Commis- 

sub^commRtL  has  not  attempted  to  discuss  all 
tions  and  comiter-contentions  advanced  m the  record  by  the  inde 
pendcT producers  and  importci-s,  nor  has  it  attempted  to  explam 
to  the  last  detail  of  analysis  all  of  those  contentions  discussed.  As 
pointed  out  in  the  beginning  of  this  report,  this  would  require  volu^ 
The  reader  is  referred  to  the  digest  of  testimony  for  the 
treatment  of  explanations,  all  of  which  have  been  considered  by  the 
Lbcommittee,  but  for  the  sake  of  brevity  will  not  be  discussed. 

Let  us  now  discuss  some  of  the  other  pertinent  factors. 

Effect  on  Other  Closely  Related  Groups 

Oil  field  supply  companies. — The  oil  field  supply  compauy  repre- 
sentatlles  wh^tratified  stated  that  the  curtailment  ot  production  of 
crude  oil  had  resulted  in  losses  to  their  business  operation^  Un- 
doubtedly this  is  true;  however,  only  that  portion  of  loss  which  cou  d 
be  directly  attributable  to  excessive  imports  could  be  charged  to  this 
cause  It  is  quite  likely  that  these  supply  houses  subsequent  to  the 

war  were  limited  in  what  they  could  sell  only  by 

Tirocure  from  short  supply.  The  industry  has  resupplied  itself  since 

the  war,  and  it  is  unreasonable  to  assume  that  oil  field  supply  houses 

could  maintain  this  peak  of  operation.  ^ . -t  a qo 

Undoubtedly,  any  industry  as  closely  related  to  oil  production  as 
the  oil  field  supply  business  will  suffer  or  gam  m direct  ratio  to  the 
activities  of  the  producing  industry.  Here,  again,  is  the  situation 
wdiere  everything^ is  related  to  a peak  or  abnormal  period.  Since 
drilling  activities^ have  shown  little  sign  of  decrease,  it  is  doubtful  if 
these  supply  houses  are  in  danger  of  collapse  on  the  basis  of  the 

absence  of  adequate  loan  facilities  for  the  producing 

industry  would  be  as  disastrous  as  the  loss  of  markets. 
independent  producer  pledges  his  proven  reserves  for  the  capital  that 
he  uses  to  drill  for  new  reserves.  If  new  reserves  are  found,  they  in 

Ivoans  on  oil  properties  contemplate  paj'-out  periods,  generally 
speaking,  ranging  from  3 to  5 yearn.  If  the  production  from  these 
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properties  is  reduced  for  any  cause,  it  usually  means  the  debtor  must 
renegotiate  liis  loans  in  order  to  meet  the  fixed  minimum  payments. 
The  banlv,  whether  in  the  original  loan  agreement  or  in  renegotiation, 
is  guided  by  the  market  potential  outlook.  Bankers  have  testified 
that  the  recent  reduction  in  production,  attributed  to  excessive  im- 
ports, and  the  threat  of  even  greater  reductions  because  of  increasing 
imports,  has  causetl  them  to  impose  more  stringent  requirements  on 
oil  property  loans.  This,  of  course,  if  true,  will  have  its  effect  on  future 
exploration  and  development.  Apparently  the  situation  with  the 
banks  has  only  reached  the  stage  of  apprehension  and  close  scrutiny. 
Undoubtedly  a continued  trend  of  import  increases  would  bring  about 
more  stringent  regulations  on  loan  capital. 

Drilling  contractors — If  the  statistics  heretofore  presented  are  cor- 
rect on  drilling  activities,  from  an  over-all  standpoint,  the  drilling  con- 
tractor has  not  suffered.  This  does  not  mean  in  all  areas,  because  in 
sonie  areas  where  production  cut-backs  were  greater  than  others  their 
activities  were  curtailed.  It  is  recognized  that  all  the  desire  to  drill 
and  money  to  finance  the  drilling  cannot  bring  in  a well  without 
drilling  equipment  and  trained  personnel.  If  this  phase  of  industry 
activity  becomes  weak,  we  could  find  ourselves  facing  a national  emer- 
gency with  inadequate  equipment  and  personnel  to  carry  forward  a 
vigorous  drilling  program.  Excessive  imports  could,  but  apparently 
have  not  to  date,  seriously  crippled  this  segment  of  the  industry. 

Za6or.— Labor  representatives  were  vigorous  in  pointing  out  that 
supplanting  imports  were  causing  production  cut-backs  and  attendant 
drops  in  employment.  The  statistics  provided  this  subcommittee  by 
the  United  States  Bureau  of  Labor  Statistics  do  not  indicate  any 
fluctuations  or  drops  in  employment  of  oil  field  labor  of  enough  signifi- 
cance to  warrant  radical  curtailment  of  imports.  These  represent- 
atives had  given  no  thought  to  the  advantages  labor  might  have 
gotten,  such  as  in  the  automobile  industry,  chemical,  textile,  and 
many  others,  by  virtue  of  increased  production  to  supply  the  export 
markets  made  possible  by  dollars  received  from  imported  oil. 

The  subcommittee  is  aware  that  congressional  investigations  are  in 
progress  at  the  present  time  inquiring  into  the  effects  of  oil  imports 
on  labor  in  the  fuel  industry,  in  general,  and  also  the  effects  of  all 
imports  on  labor  in  general.  This  inquiry  has  only  touched  inci- 
dentally on  the  labor  aspect  as  one  of  the  pertinent  factors  which  must 
be  considered  in  prescribing  remedies  for  the  import  problem.  Further 
discussion  of  certain  advantages,  from  a labor  standpoint,  of  oil 
imports,  is  contained  in  a subsequent  section  of  this  report. 

Independent  marketers. — The  organizations  made  up  of  petroleum 
jobbers  have  been  very  outspoken  in  ojjposition  to  restrictions  on 
imports.  The  jobber,  usually  a small-business  man,  operates  on  very 
slim  margins  and  depends  on  volume  for  his  gross  income.  The  jobbers 
insist  that  the  competition  afforded  by  imported  oils  has  an  effect  on 
limiting  domestic  price.  Unless  domestic  price  is  less  than  that  of 
other  competitive  fuels,  the  jobber’s  market  is  affected  and  he  is, 
therefore,  interested  in  preserving  any  fa(;tor  which  will  help  reduce 
price  and  thus  insure,  if  not  increase,  his  market  potential.  This  is  not 
only  in  the  interest  of  the  independent  marketer,  but  in  the  interest  of 
industry  generally. 

Mr.  Harry  B.  Hilts,  who  testified  on  behalf  of  the  independent 
marketers,  indicated  that  the  various  States,  with  their  “production- 
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to-meet-demand”  control,  if  coupled  with  import  controls,  would  push 
the  price  of  some  petroleum  products  out  of  competition  with  t 
fuels,  and,  therefore,  lose  for  the  independent  marketer  market. 

Independent  refineries.— 'YhQ  independent  refiners  who  testdie 
acknowledged  that  if  the  residual  fuel-oil  demand  on  tl^stern 
board  was  supplied  from  domestic  production,  it  would  be  neces  y 
to  raise  current  prices  of  such  residual  fuel  oil  if  current  prices  of  cm 

oili^emained  Cd  independent  refiners  were  running  their 

refineries  at  top  capacity  and  finding 

to  a shortage  of  supply.  A.t  this  time  residual  fuel  oil  reached  prices 
of  $3.05  per  barrel,  as  contrasted  to  the  current  price  of 
mately  $2.05  per  barrel,  delivered  at  the  eastern  seaboard.  The 
were  the  posted  prices,  whereas  actual  prices  durmg  this  period  ^\  e 
hZL  $4  and  $4.75  at  New  York  Harbor  The  avemge  price  of  all 
crudes  has  changed  little  since  that  time.  Nevertheless,  it  should  be 
pointed  out  that  the  average  price  of  heavy  crudes  (60  perceiit  resid  J 
yield)  has  declined  from  $2.21  per  barrel  in  1948  to  $1.79  in  the  ti 
quarLr  of  1950  or  approximately  20  percent.  If  it  is 
they  receive  $3.05  per  barrel  for  their  residual  fuel 
to  ODerate  profitably,  then  it  poses  the  question  whether  or  not  the 
consumer  should  be  compelled  to  pay  that  additional  dollar  Per  ^a^ 
which  in  effect,  would  amount  to  a subsidy  of  refineiy  operation. 
Of  cofirse,  this  situation  does  not  prevail  as  to  all  refineries.  Un- 
doubtedly, the  domestic  prices  of  residual  fuel  oils  have  had  ad\erse 

effects  on  independent  refineries.  u nf 

There  are  other  factors,  unrelated  to  imports 
strai<rht-run  stills  to  compete  with  advanced  refining  techniques), 
which  have  brought  a number  of  independent  refineries  to  p^mt 
of  closing.  There  are  some  independent  refineries  which,  if  it  liad  not 
been  forfmported  crude  oils,  would  not  be  operating  today,  smce  they 

”“1  ^pShelrgTafS  to  a group  of 

markers  This  complaint,  while  worthy  of  consideration  by  EGA 
authorities,  is  not  really  within  the  purview 

fore  further  comment  is  deemed  unnecessary.  The  House  fema 
Business  Committee,  however,  has  worked  with  officials  of  EGA 
toward  the  end  of  obtaining  assistance  for  this  group  of  small-business 

men.  „ 

Effect  on  the  Oil-Producing  States 

Every  State  authority  or  official  that  appeared  before  the  sub- 
committee represented  a State  that  in  some  form  or  another  had  laws 
governing  conservation  of  crude  petroleum  and  natural  gas  resource^ 
fn  general,  the  administering  agencies  in  the  respective  States  estabhsh 
a maximum  efficient  rate  of  production  for  ^ 

within  that  State,  with  the  exception  of  stripper  wells  The  esta^^^^ 

ment  of  this  rate  of  production  for  a given  well  means  that  this  well 
could  not  under  any  circumstances  be  allowed  to  produce  m excess  of 

the  assigned  rate. 
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Most  of  these  States  also  have  the  authority  to  further  limit  pro- 
duction of  oil  within  the  State  to  ^Memand.”  Demand  is  usually 
determined  by  reconciling  the  nominations  for  purchase  of  crude  oil 
m a given  month  for  the  succeeding  month,  with  existing  stock  levels 
and  estimates  of  consumer  demand  made  monthly,  in  advance,  by  the 
United  States  Bui-eau  of  Mines.  If  it  is  determined  that  demand  will 
be  less  than  the  total  maximum  efficient  rate  of  production,  then  the 
State  authority  establishes  limits  by  prorating. 

The  State  of  Texas  undoubtedly  more  rigidly  enforces  the  foregoing 
general  proposition  of  conservation  than  any  other  State  in  the  Uniom 

The  respective  States  derive  revenue,  generally,  from  crude-oil 
production  by  the  imposition  of  a “severance  tax.”  All  of  these  oil- 
producing  States  rely  heavily  on  this  source  of  income  to  provide  the 
revenue  for  State  administration.  With  a drop  in  production  this, 
of  course,  means  less  revenue  for  the  State.  It  is  unfair  to  say  that 
all  the  revenue  lost  by  production  cut-backs  was  attributable  to  oil 
imports.  This  could  only  be  true  if  imi>orts  were  responsible  for  all 
cut-backs;  and,  as  is  practically  admitted  by  both  the  independents 
and  importers,  this  is  not  true. 

It  is  noteworthy  that  the  States  of  New  Alexico  and  Louisiana, 
despite  production  cut-backs  in  other  States,  produced  more  oil  in 
1949  than  in  the  previous  year.  The  production  in  Oklahoma, 
Arkansas,  and  California  was  off  a small  percentage. 

The  subcommittee  sought  in  vain  for  an  answer  as  to  why,  in 
States  observing  practically  the  same  principles  of  conservation,  some 
States  showed  a severe  decline  in  production  and  others  showed 
increases.  Could  it  be  that  some  States  follow  to  the  letter  the  theory 
of  limiting  production  to  demand,  while  to  others  the  theory  is  but 
a mass  of  words?  The  record  contains  some  criticism  of  the  principle 
of  arbitrarily  limiting  supply  to  demand,  stating  that  to  do  so  creates 
artificial  price  controls.  This,  of  course,  is  an  argument  that  has 
gone  on  for  years.  This  subcommittee  has  not  concerned  itself  with 
determining  the  merits,  since  the  matter  has  been  previously  decided 
by  the  courts.  The  subcommittee,  however,  does  concern  itself  with 
what  the  effects  of  this  State  control,  added  to  a quota  control,  might 
do  in  the  estabhshment  of  prices  that  the  consumer  ultimately  must 
pay. 

It  is  unnecessary  to  comment  elaborately  on  the  fact  that  when 
oil  production  in  any  producing  State  is  down,  it  has  a direct  bearing 
upon  not  only  the  State’s  revenues,  but  employment  and  the  general 
economy  of  the  State. 

The  reader  is  again  referred  to  the  digest  of  the  testimony  of  the 
various  State  authorities  for  a more  detailed  statement  of  their  posi- 
tions. Further  analysis  is  not  deemed  necessary. 

Effect  on  the  National  Economy 

The  subcommittee  has  endeavored  to  make  studies  to  ascertain 
the  basis  on  which  imports  would  be  sound  in  terms  of  the  nationd 
economy.  For  analytical  purposes,  the  discussion  could  either  be-: 
come  an  economist’s  nightmare  or  a layman’s  discussion  of  some  of 
the  more  relevant  factors  involved. 

The  feeling  is  uniform  that  excessive  imports  would  have  a serious 
effect  on  the  domestic  oil  industry.  Since  the  domestic  oil  industry 
is  one  of  the  pillars  of  our  national  economy,  it  follows  as  a matter 
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of  elementary  logic  that  a weakening  of  one  of  those  pillars  is  detn- 
mentaf.  This,  again,  gets  us  to  the  point  that  is  faced  througho 
these  investigations  in  the  discussion  of  all  of  these  pertinent  ^actore- 
"V^at  is  the  degree  or  level  of  imports  that  could  be  admitted  without 

havine;  serious  effects?  . r j 

Throughout  these  discussions  the  subcommittee  has  referred  to 

foreign  oil.  In  reality,  the  majority  of  the  imports  should  be  referre 
to  as  American  oil,  produced  in  foreign  areas  suice  American-owned 
companies  are  responsible  for  the  majority  of  the 

can  dollars  are  invested  in  these  foreign  holdings,  and  American  ^ock- 
holders  reap  the  profits  from  these  companies  operations,  l^se 
profits  have  their  effect,  as  any  other  profits  on  the  national  economy 
To  restrict  imports  at  unreasonably  low  levels  wouM  undoubtedly 
affect  the  earnings  of  these  companies.  Such  a restriction,  at  wlmt- 
ever  level,  coiffd  of  possibility  have  other  detrimental  effects.  Tor 
example,  the  foreign  countries  in  which  these  American-owned  reserves 
are  located  might  construe  these  restrictions  as  a repudiation  oi 
United  States  Government  endorsement  of  American  development 
of  their  natural  resources.  Undoubtedly  such  endorsement  has  been 
no  small  factor  in  promoting  concessions  for  American  companies 

in  preference  to  other  foreign  companies. 

This  Nation  could  ill  afford  to  lose  the  availability  of  these  foreign 
concessions,  both  from  an  economic  and  a national-security  standpoint. 
An  unreasonable  limitation  on  American  companies  importing  foreign- 
produced  commodities  into  this  country  could  probably  serve  as  a 
great  deterrent  to  American  development  of  foreign  resources. 

It  has  been  previously  noted  that  barrehvise  we  have  come  from  a 
net  exporter  to  a net  importer  of  oil.  Valuewise,  however,  we  are 
still  a net  exporter.  This  is  due  to  the  fact  that  the  ^ 

exports,  although  less  in  quantity,  exceeds  the  value  of  our 

One  of  the  most  significant  illustrations  of  the  effect  of  oil  on  the 
national  economy  is  the  trade  situation  which  exists  between  this 
country  and  the  United  States  of  Venezuela.  By  co^^^try  source  of 
origin,  Venezuela  provides  the  greater  proportion  of  crude  oil  and 
petroleum  products  imported  into  this  county . In  1949  Venezuela 
received  as  its  share  from  these  imported  oils  the  amount  of  p66,00U,- 
000.  In  that  same  year,  Venezuela  spent  $514,000,000  in  the  United 
States  in  the  purchase  of  machinery  ($152,000,000),  metal  products 
($85,000,000),  foodstuffs  ($69,000  000),  . ^^^mobiles  and  tru^^^^ 
($621000,000),  textiles  ($37,000,000),  “J^^^f^aneous  ($61  000 
chemicals  ($25,000,000),  and  mineral  products  ($23,000,000).  iliese 

purchases  were  distributed  among  41  of  tlm  48  States. 

^ Since  Venezuela  is  not  one  of  the  EGA  participating  countries, 
and  has  no  source  of  dollar  income  other  than  its  exports  to  this 
country  and  dollars  received  in  other  world-trade  transactams,  it  is 
reasonable  to  assume  that  in  the  absence  of  these  oil  unports  or  a 
portion  thereof,  these  purchases,  or  a portion  thereof,  could  not  have 
been  made.  Had  they  not  been  made  by  virtue  of  restrictions  on  oA 
imports,  it,  of  course,  would  have  had  its  effects  on  labor  as  v ell  as 
on^other  factors  which  result  from  less  production.  could  be 
argued  that  if  this  oil  had  not  been  imported,  it 
supplied  from  domestic  production,  and  therefore  the  total  dollar 
represented  would  have  stayed  in  circulation  in  the  economy  of  tins 

country. 
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From  the  foregoing  it  might  be  assumed  that  the  subcommittee 
has  arrived  at  the  conclusion  that  the  benefits  set  forth  justified  the 
extent  of  imports.  This  is  not  correct.  The  subcommittee  is  aware 
that  no  single  industry,  such  as  the  oil  industry,  could  be  called  upon 
to  underwrite  the  program  of  protecting  the  foreign  investments  of 
American  oil  companies,  or  an  export-import  program  between  this 
country  and  Venezuela.  Again  we  come  to  the  proposition  of  degree. 

There  are  many  other  factors  which  might  be  discussed.  The 
foregoing,  however,  for  the  purpose  of  this  report,  sufiiciently  indi- 
cates the  necessity  for  consideration  of  factors  other  than  maintaining 
the  independent  producer  through  the  imposition  of  restrictions  on 
the  importation  of  oil. 

National  Security 

The  testirnony  of  all  witnesses  concedes  the  necessity  of  maintainmg 
a healthy,  virile  petroleum  industry,  vith  adequate  proven  reserves 
and  production  capacity  to  serve  this  Nation  in  time  of  national 
emergency.  The  means  by  which  these  things  are  achieved  have 
already  been  discussed,  as  w^ell  as  the  eff  ects  to  date  of  imports  thereon. 

Having  adequa.te  supplies  of  oil  within  the  boundaries  of  this  coun- 
try in  time  of  national  eniergency  is,  of  course,  the  ideal  situation,  and, 
subject  to  certain  limitations,  should  be  the  ultimate  aim  of  the  indus- 
try. The  military  authorities  state  that  today  we  do  not  have  ade- 
quate reserves  of  productive  capacity  wdthin  the  borders  of  this 
country.  They  state: 

All  the  oil  production  of  the  Western  Hemisphere  would  be  required  to  meet 
the  requirements  of  the  United  States  military  forces  and  essential  civilian  de- 
mands of  the  hemisphere,  with  some  allowance  for  the  Allies.  There  would  be 
none  to  spare;  and  the  rationing  at  best  would  need  be  extremely  close. 

In  the  absence  of  any  better  authority,  the  subcommittee  accepts 
this  statement.  Would  it  not  follow'  that  if  W'e  im.posed  overly  string- 
ent restrictions  on  oil  imports,  we  might  find  these  Western  Hemi- 
sphere sources  unavailable  to  us  in  time  of  war?  The  production  from 
wells  in  these  foreign  areas,  if  they  are  to  be  made  available  to  us  in 
time  of  emergency,  should  receive  reasonable  treatment  in  entering  our 
market  places.  Unofficial  but  authoritative  informants  have  advised 
that  the  war-emergency  needs  of  this  country  are  approximately 
8,000,000  barrels  per  day.  We  could  now',  under  good  conservation 
practices,  supply  approximately  6,450,000  barrels  per  day.  Although 
it  is  necessary  to  provide  the  inducements  for  increasing  the  current 
productive  capacity,  is  it  not  also  necessary  to  make  reasonable  ar- 
rangements that  w'ould  better  insure  the  availability  of  the  difference? 
This  is  particularly  important  until  domestic  capacity  is  considered 
equal  to  emergency  needs. 

Remedies  Suggested 

Many  and  varied  have  been  the  remedies  suggested  by  independent 
producers  to  obtain  relief  from  the  situation  complained  of.  Numer- 
ous bills  have  been  introduced  in  the  Congress  to  obtain  this  relief. 
None  of  these  bills  to  this  date  has  been  acted  upon. 

The  remedies  suggested  may  be  generally  divided  into  2 categories; 
One  category  provides  for  quantitative  quotas  of  varying  quantities; 
and  the  second  provides  for  tariff's  or  excise  taxes  in  restrictive  amounts. 


1 
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As  opposed  to  the  independents’  view,  the  importers  are  uniform 
in  stating  that  no  legislative  restrictions  are  necessary  at  the  present 

For  the  purpose  of  analyzing  and  discussing  these  suggested  reme- 
dies the  subcommittee  will  assume  for  the  sake  of  discussion  only 
that  imports  have  reached  such  levels  that  legislative  restrictions  niay 
be  necessary.  The  first  plan  suggested  was  similar  to  that  mcorporated 
in  the  Thomas  amendment  in  the  Senate  in  the  first  session  of  this 
Congress,  which  provided  that  imports  of  petroleum  and  petroleum 
products  in  any  given  quarter  of  a year  should  not  exceed  5 percent 
of  the  domestic  demand  for  such  commodities  m the  United  States 
for  the  same  quarter  of  the  previous  year.  This,  computed  at  present 
levels,  would  require  limiting  imports  to  about  300,000  barrels  average 

^ Ma^  other  suggestions  were  made  for  quantities  ranging  aU  the 
way  up  to  a limitation  imposed  at  approximately  current  levels. 
The  subcommittee  fails  to  find  anywhere  m this  record^,  or  outside 
of  this  record  for  that  matter,  any  quota  plan  which  has  concrete 
factual  support  for  any  given  amount  as  a reasonable  quota  in  tne 
light  of  current  circumstances.  Most  of  the  amounts  suggested  were 
apparently  born  of  the  feeling  that  there  is  a need  for  some  imports, 

plus  some  compromising-  quantity.  , -d  ^ i 

The  industry  itself  admitted,  in  the  National  Petroleum  Council 

report  on  January  26  (when  imports  had  just  reached  an  average  of 
828,000  barrels  a day  in  December  1949),  that  imports  to  that  time 
had  had  adverse  effects  on  the  domestic  industry,  and  further  that 
if  the  trend  of  increase  continued,  it  would  seriously  damage  the  oil 
industry  and  thus  adversely  affect  the  national  economy  and  the 
national  security.  Frohi  this  we  could  assume  that  somewhere  below 
828,000  barrels  a day,  the  line  between  reasonable  supplements  and 

excess  had  been  crossed.  , , , - 

The  establishment  of  any  quantitative  quota  system  would  ol 

necessitv  contemplate  setting  up  the  necessary  administration  for 
administering  the  quota.  This  raises  several  question:  What  agency 
or  department  would  handle  this  administration?  By  what  means 
would  allocations  be  made  to  achieve  the  quota— if  on  an  historical 
basis  this  would  preclude  newcomers,  and  if  not  on  an  historical  basis, 
it  would  probably  be  inequitable  to  those  importers  whose  cust^ers 
over  a long  period  of  years  had  been  supplied  from  foreign  oil?  mat 
effects  would  such  restrictions  on  import  have  on  our  international 
trade  relations,  and  particularly  our  reciprocal  agreements.^ 

It  appears  rather  unusual  for  an  industry,  or  rather  a segment 
thereof,  to  request  Federal  control  of  any  feature  of  the  industry  s 
business  when  this  industry,  and  particularly  t^s  segment,  nas  fought 
for  so  many  years  to  avoid  Federal  control.  It  is  assumed  that  do- 
mestic production,  even  under  a quota  system  of  imports,  would  not  be 
allowed  to  exceed  the  limits  permitted  by  good  conservation  practice's, 
mat  would  happen  when  the  Federal  agency  admimstenng  the  quota 
system  determines  at  any  given  time  ^at  domestic  production  is 
exceeding  the  maximum  efficient  rate?  Would  it  not  mean  then  that 
this  same  agency  would  be  required  to  take  steps  which  might  be 

mterference  with  the  rights  of  the  respective 

States  to  control  their  own  production? 
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This  question  has  been  presented  to  several  witnesses.  The  usual 
answer  has  been  to  the  effect  that  the  respective  States  could  tell  the 
Federal  administering  agency  the  amount  of  their  maximum  efficient 
rate  of  production.  The  subcommittee’s  next  question  has  always 
been,  and  no  satisfactory  answer  has  been  received  to  date:  What 
will  happen  in  the  case  of  the  State  of  California,  which  has  no  con- 
servation program?  Would  it  not  be  foolish  to  give  a Federal  agency 
the  responsibility  of  administering  a quota  system  in  keeping  with 
good  conservation  practices  for  domestic  production,  and  then  take 
from  that  agency  the  authority  to  properly  administer? 

The  second  category  of  suggestions  was  to  the  end  of  imposing 
excise  taxes  ranging  from  $1.05  per  barrel  downward.  It  is  presumed 
that  the  independent  producer  is  not  seeking  a means  of  producing 
revenue  for  this  country,  but  desires,  by  means  of  a tariff,  to  restrict 
the  importation  of  petroleum.  Since  it  is  the  rank-and-file  opinion 
that  “reasonable”  amounts  of  petroleum  imports  are  proper,  the  sub- 
committee could  further  assume  that  tariffs  were  desired  which  would 
restrict  imports  to  these  reasonable  levels. 

If  the  assmnptions  of  the  subcommittee  thus  far  are  correct,  it  is 
necessary  then  to  inquire  into  whether  or  not  the  tariffs  or  taxes 
suggested  would  accomplish  these  ends.  The  record  is  blank.  Dili- 
gent investigations  fail  to  reveal  any  finding  or  showing  of  whether  or 
not  a tax  of  $1.05,  or  any  other  amount,  would  limit  the  importation 
of  any  quantity  of  oil,  a certain  quantity  of  oil,  or  all  oil  imports. 
Nor  have  we  been  able  to  ascertain  that  anyone  has  established  a 
sliding  scale  of  tariffs  which  might  be  necessary  to  cope  with  the 
eventualities  of  domestic  price  fluctuations.  For  example  the  21- 
cent-per-barrel  tariff  in  1932  restrained  some  imports.  This  was  at 
a time  when  crude  oil  was  selling  in  this  country  for  a very  low  price. 
According  to  Eugene  Holman,  president  of  Standard  Oil  Co.  (New 
Jersey),  this  same  amount  of  21  cents  would  not,  under  current  price 
levels,  restrain  a single  barrel  of  imported  oil.  It  would  be  rather 
disastrous  to  blindly  impose  a tax  or  a tariff  that  could  possibly  curtail 
all  imports  and  thus  leave  the  consumers  and  users  of  specialty  crude 
and  residual  fuel  oils  without  an  economically  feasible  source  of  supply. 

The  subcommittee  does  not  wish  to  further  elaborate  on  the  matter 
of  quotas  or  excise  taxes,  since  it  believes  that  the  determination  of 
legislation  of  either  type  should  hinge  on  other  factors.  Reference  is 
made  to  the  section  on  trade  agreements  and  import  taxes  hereinafter. 

Trade  Agreements  and  Import  Taxes 

Comment  on  the  quota  and  tax  remedies  suggested  by  independent 
producers  was  very  limited,  for  reasons  hereinafter  set  forth.  Under 
the  digest  treatment  of  the  above  subject  the  reader  will  find  that  the 
United  States  of  America  has  a trade  agreement  with  Venezuela, 
Mexico,  and  another  which  covers  several  nations  (GATT — general 
agreement  on  tariffs  and  trade) . Each  of  these  agreements,  in  sub- 
stance, contains  a provision  that  any  party  may  obtain  relief  from 
importations  of  articles — 

in  such  increased  quantities  and  under  such  conditions  as  to  cause  or  threaten 
serious  injury  to  domestic  producers  of  like  or  similar  articles. 

Each  of  these  agreements,  in  substance,  provides  for  a means  by 
which  the  aggrieved  party  may  obtain  relief. 
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The  basis  of  complaint  on  the  import  problem  is  to  the  effect  that 
petroleum  is  being  imported  “in  such  increased  qxiantities  and  under 
such  conditions  as  to  cause  or  tlu-eaten  serious  injury  to  domestic 
producers  of  like  or  similar  articles.”  If  the  facts  support  this  com- 
plaint, then  it  would  appear  that  if  the  United  States  seeks  to  obtain 
desired  relief  from  such  excessive  importations,  then  it  is  necessary 
that  such  relief  be  sought  under  the  contractual  provisions  refeped  to 
Is  the  Congress  of  the  United  States  to  place  itself  m^the  position  ot 
repudiating  a valid  and  binding  contract  which  this  Nation  has  with 
other  nations,  particularly  when  the  contract  provides  a means  lor 

achieving  the  same  relief?  -.i  x- 

Let  us  look  at  further  provisions  in  the  contracts  with  particular 

reference  to  the  imposition  of  tax  restrictions.  The  increase^  to  $1.05 
per  barrel  called  for  by  some  independents  would  violate  that  pro- 
vision of  the  Venezuelan  agreement  which  states  that  the  tax  on 
crude  oil,  top  crude  and  fuel  oil,  would  not  exceed  one-half  cent  per 
gallon.  It  must  be  further  borne  in  rnind  that  the  escape  clause  m 
the  Venezuelan  agreement  only  authorizes  the  imposition  of  quanti- 
tative restrictions,  but  docs  not  contain  authority  for  the  imposition 
of  protective  taxes.  One  bill  which  has  been  submitted,  calling  for 
$1.05  tax,  is  in  direct  conflict  with  the  tax  exemption  grpted  in  the 
Venezuelan  agreement,  since  this  bill  makes  foreign  ships  bunkers 

taxable.  , , , i 

It  must  be  further  pointed  out  that  although  mcreases  m impo“ 

taxes  on  certain  petroleum  products  would  not  violate  the  IxA  i i 
agreement,  however,  the  agreement  does  provide  that  if  such  action 
were  taken  the  other  nations  who  are  parties  to  the  a^eement  could 
take  compensatory  action  against  exports  from  the  United  otates. 
The  GATT  agreement  also  provides  that  the  same  compensatory 
action  may  be  taken  if  absolute  quotas  are  imposed. 

This  is  not  to  be  construed  as  a legal  interpretation  that  an  act  oi 
Congress  which  calls  for  a violation  of  an  international  agreement 
would  not  be  good  domestic  law,  and  would  not  overnde  mconsistent 
provisions  of  such  international  agreement.  It  must  be  pointed  out, 
however,  that  if  any  legislation  were  enacted  which  amounted  to  a 
violation  of  international  agreement,  it  would  probably  be  sutfacient 
predicate  for  an  action  to  seek  compensation  from  the  United  states 

in  the  International  Court  of  Justice.  i j . v,  j 

Outside  of  the  legalities,  it  would  appear  that  it  would  not  be  good 
national  poliev  to  disregard  the  sanctity  of  a contract  when  that  con- 
tract provides  a means  of  relief.  On  the  basis  of  tins  line  of  reasom^, 
the  subcommittee  is  compelled  to  point  out  to  the  Congress  that  it  the 
Congress  should  determine  that  quantitative  quotas  or  protective  tax 
legislation  is  necessary  to  protect  this  comitry  against  petroleum 
imports,  the  Congress  should  proceed  very  cautiously  and  not  act 
until  after  every  consideration  is  given  to  the  legal  and  policy  im- 
plications involved.  , . ^ xi,  4. 

The  subcommittee  is  purposely  reserving  comment  on  the  current 

situation  between  the  United  States  and  England  in  regard  to  the 
monetary  and  trade  barrier  difficulties  imposed  by  Ei^land  on  cer- 
tain American  companies  operating  in  world  markets.  This  matter  is 
being  continuously  watched  with  the  belief  that  equitable  adjustments 
should  and  will  be  made  to  solve  the  problems  under  consideration. 


144  EFFECTS  OF  OIL  IMPORTS  ON  DOMESTIC  PRODUCERS 


Representatives  of  the  Departments  of  State  and  Commerce  have 
all  voiced  objections  to  the  legislative  imposition  of  quotas  or  tariff 
restrictions  on  oil  imports.  Reference  is  made  to  the  detailed  reason- 
ing contained  in  their  respective  statements  set  forth  in  the  digest  of 
testimony. 

Willard  L.  Thorp,  representing  the  Department  of  State,  pointed 
out  some  very  significant  factors  which  must  receive  serious  considera- 
tion before  restrictive  legislation  could  be  recommended  on  petro- 
leum imports.  The  American  corporations  operating  in  some  coun- 
tries have  given  to  some  of  these  areas  economic  and  industrial 
development  which  they  would  not  otherwise  have  had.  The  flow 
of  new  capital  and  the  dollar  payments  for  oU  royalties  and  labor  have 
. undoubtedly  been  of  great  significance  in  supporting  and  developing 
the  economic  life  in  the  producing  areas.  It  is  noteworthy  that  the 
principal  exporting  areas  are  not  recipients  of  EGA  aid,  and  must 
depend  on  their  petroleum  exports  for  their  supply  of  dollars  to  pur- 
chase American  products. 

Mr.  Thomas  C.  Blaisdell,  Assistant  Secretary  of  Commerce,  has 
brought  out  another  significant  fact,  which  is  that  the  growing  pro- 
portion of  imports  is  a contribution  to  the  closing  of  the  dollar  gap. 
This  witness  aptly  puts  considerable  stress  on  the  fact  that  our 
national  commercial  policy  is  nondiscri  minatory  trading  and  freer 
trading  throughout  the  world;  that  oil  imports  are  one  reflection  of 
our  willingness  to  practice  what  we  preach;  and  that  any  reduction  in 
imports  by  Government  restrictions  at  times  of  high-level  prosperity 
is  dangerous  to  sustain. 

It  is  true  that  this  Nation  has  followed  for  many  years  a policy  of 
reciprocation  in  trade.  This  subcommittee  does  not,  however,  con- 
sider such  a policy  as  contemplating  use  of  the  American  market 
place  as  a dumping  ground  for  foreign-produced  commodities,  par- 
ticularly if  the  national  secm-ity  is  jeopardized.  To  follow  policies  of 
reciprocal  trade  the  sound  yardstick  of  reason  must  be  applied,  and 
certainly  no  one  industry  or  important  segment  thereof  should  be 
called  upon  to  underwrite  such  a program. 


PART  III 
FINDINGS 


Following  are  the  findings  of  the  subcommittee; 

1 . It  is  undisputed  that  there  is  a level  at  which  imports  of  petro- 
leum and  petroleum  products  would  adversely  affect  the  domestic 
industry,  the  national  economy,  and  national  security.  Upmions 
vary  as  to  what  this  level  is  or  should  be  because  of  the  disagreement 
as  to  the  relative  weight  assigned  to  the  pertinent  factors  which  must 
be  considered  in  determining  this  level.  A level  considered  as  reason- 
able today  might,  because  of  the  variable  tendencies  of  these  pertment 
factors  and  the  nonstatic  nature  of  the  industry,  be  the  noose  of 
tomorrow;  therefore,  any  formula  estabhshed  must  be  flexible. 

2.  It  is  necessary  in  any  study  of  oil  imports  to  draw  a clear  dis- 
tinction between  crude  oil  and  residual  fuel  oil,  and  to  treat  each  type 

3 SoiM  imports  of  crude  oil  are  and  have  been  in  excess  of  reason- 
able levels  for  several  months.  These  exce^es  have  had  adverse 
effects  on  some  of  the  domestic  producers.  The  over-all  effects,  to 
date,  have  been  manifest  principally  in  a diininution  of  income, 

4.  Excessive  crude  oil  imports  and  fear  of  further  mcreases  have 
contributed  to  curtailment  in  leasing  and  geophysical  activities. 
Curtailment  of  these  activities,  added  to  the  diminution  of  income, 
wiU  undoubtedly  have  some  effect  on  future  exploratory  and  develop- 

5. Imports  of  residual  fuel  oil  durmg  the  past  17  months  have 
doubtedly  displaced  some  domestic  crude  oil  production  and  had  a 
depressive  effect  on  some  segments  of  the  domestic  petroleum  industry. 
Domestic  purchasers  could  further  assist  in  offsettmg  these  displace- 
ment disadvantages  by  purchasing  from  domestic  producers  those 
crude  oils  which  would  be  most  econonucally  feasible  for  the  ma^ng 
of  residual  fuel  oil.  Reduction  in  prices  of  certain  heavy  crudes  have 
now  made  it  economic  for  refiners  to  run  this  crude  to  produce  residual 
fuel  : with  the  result  that,  in  some  cases,  production  of  these  heavy 
crudes  has  recently  increased.  In  establishing  import  levels  of  residual 
fuel  oil  primary  attention  must  be  given  to  the  building  up  and 
maintenance  of  adequate  stock  levels  sufficient  to  supply  consumer 

demands  at  reasonable  prices. 

6.  Legislative  restrictions  on  imports  of  crude  petroleum  ana 
petroleum  products,  either  by  quota  or  restrictive  taxes,  are  repug- 
nant to  certain  contractual  commitmpts  contained  m existing  inter- 
national trade  agreements  to  which  this  Nation  is  a party.  Before  the 
Congress  enacts  such  legislation,  it  should  give  adequate  considera- 
tion to  the  legal  and  political  repercussions  that  would  flow  from 
repudiating  these  contractual  commitments— particularly  when  such 
agreements  provide  for  adequate  means  of  remedy  m the  terms  and 

provisions  thereof. 
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7 . The  policy  that  imports  should  be  permitted  to  supplement  but 
not  supplant  domestic  production,  while  good  in  theory  for  some  seg- 
ments of  the  oil  i.idustry,  if  enforced  according  to  strict  interpreta- 
tions, might  possibly  create  repercussions  in  international  relation- 
ships, international  trade,  domestic  employment,  and  high  cost  to 
consumers,  of  such  serious  nature  that  the  national  economy  and 
national  security  would  be  adversely  affected.  The  establishment  of 
any  reasonable  level  of  imports  should  contemplate  all  potential  effects 
on  the  political  and  economic  life  and  well-being  of  the  United  States 
as  a whole. 

8.  Most  of  the  principal  importers  have  failed  or  refused  to  recog- 
nize the  equitable  necessity  for  mutuality  of  flexibility  in  cushioning 
the  fluctuation  of  domestic  petroleum  requirements. 

9.  The  effect  of  imports  on  maintenance  of  adequate  oil  supplies 
to  meet  a national  emergency  is  a paramount  factor  to  be  considered 
in  establishing  any  policy  restricting  oil  imports.  Oil  imports  in  ex- 
cess of  reasonable  levels,  determined  as  aforesaid,  would  have  adverse 
effects  on  drilling  and  development  activities  and  thus  retard  a healthy 
growth  of  productive  capacity  in  the  United  States;  on  the  other  hand, 
restrictions  at  less  than  such  reasonable  levels  would  adversely  affect 
the  availability  of  oil  from  other  Western  Hemisphere  sources  in  time 
of  national  emergency.  In  the  establishment  of  any  method  or  means 
for  insuring  reasonable  import  levels,  consideration  should  be  given 
to  source  of  ori^n,  toward  the  end  of  promoting  the  foregoing. 

10.  The  National  Petroleum  Council  can  and  has  served  a very 
valuable  purpose  both  from  the  standpoint  of  the  industry  and  the 
United  States  Government.  It  is  believ«!d  that  the  studies  made  by 
the  council  of  industry  problems  wiU  in  a large  measure  eliminate 
misunderstandings  between  various  segments  of  the  industry,  and 
will  be  helpful  in  permitting  the  industry  to  solve  its  own  problems 
with  a minimuin  of  difficulty  and  ill  feeling.  It  is  recognized  that  in- 
dustry groups  rightfully  approach  indust^  agreements  with  caution 
for  fear  of  breaching  antitrust  laws.  Tlus  fear,  however,  should  be 
used  as  a shield  and  not  as  a sword. 


PART  IV 


CONCLUSIONS 

At  the  time  the  subcommittee  began  its  investigations,  domestic 
demand  and  domestic  productions  were  experiencing  a downward 
trend.  That  trend  has  been  reversed  and  now  both  are  on  the  upgrade. 
The  effects  of  the  present  upward  trend  are  apparent.  Governor  Roy 
Turner,  of  Oldahoma,  and  chairman  of  the  Interstate  Oil  Compact 
Commission,  said  to  the  spring  meeting  of  the  commission.  May  4-6: 

The  oil  industry  today  is  in  one  of  the  healthiest  conditions  that  it  has  enjoyed 
for  many  years. 

On  the  basis  of  hearings,  extensive  investigations,  studies,  and  findings 
heretofore  set  forth,  the  subcommittee  offers  the  following; 

1.  That  this  report  be  submitted  to  the  President  with  the  requ^t 
that  he  review  our  rights  under  the  existing  trade  agreements,  in  the 
fio-ht  of  the  findings  herein,  to  the  end  of  taking  such  action  as  is 
possible  and  necessary  thereunder  to  insure  the  determination  and 
maintenance  of  a sound  and  proper  balance  between  domestic  pro- 
duction and  imports  of  petroleum  and  petroleum  products. 

2 If  the  Congress  deems  it  necessary  to  enact  legislation  to  cope 
with  the  problem  of  oil  imports,  the  following  is  recommended:  A bill 
or  joint  resolution  the  purpose  of  which,  in  substance,  would  be  to 
aid  in  the  stabilization  of  the  economy  of  the  United  States,  to  aid  m 
preserving  a healthy  domestic  petroleum  industry,  to  aid  in  insuring 
adequate  petroleum  reserves  for  national  defense,  to  a,id  in  the  estab- 
lishment of  reasonable  levels  of  imports  of  crude  petroleum  and  petro- 
leum products,  and  to  othermse  stabilize  and  maintain  adequate 
supplies  of  such  products  at  reasonable  prices  for  the  American  con- 
sumer This  legislation  should  provide,  in  order  to  carry  out  these 
purposes,  that  the  President  be  authorized  to  consult  mth  represent 
atives  of  all  segments  of  the  petroleum  industry,  both  large  and  smaU, 
as  well  as  representatives  of  the  National  Military  Establishment; 
State  conservation  officials;  the  Departments  of  State,  Interior,  and 
ComincrcGj  all  with  a view  to  encouraging  the  making  of  voluntary 
agreements,  approved  by  the  President,  to  control  the  importation 
of  foreio’n-produced  crude  petroleum  and  petroleum  products  mto 
the  United  States.  This  legislation  should  further  provide  that  agree- 
ments reached  be  subject  to  review  by  the  office  of  the  Attorney 
General  to  preclude  activities  which  might  otherwise  be  in  violation 
of  the  antitrust  laws.  The  procedure  would  operate  generally  along 
the  same  lines  as  the  voluntary  program  established  under  the  au- 
thority of  Public  Law  395  of  the  Eightieth  Congress,  chapter  526,  first 
session  (S.  J.  Res.  167);  such  legislation  to  further  provide  that  in 
the  establishment  of  any  voluntary  quotas,  singly  or  m total,  that 
due  consideration  be  given  to  small-business  enterprises,  consunmr 
interests,  national  defense,  the  national  economy,  the  economy  of  the 
domestic  oil  industry,  preservation  of  concessions  and  investments  of 
Americans  abroad,  international  trade  agreements,  and  good  con- 
servation practices. 
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Before  such  legislation  is  enacted,  it  is  recommended  that  the 
facts  be  reexamined  in  the  light  of  the  conditions  then  existing. 

3.  That  the  House  Small  Business  Committee  continue  to  receive 
reports  from  the  principal  importers,  for  the  purpose  of  following  the 
trends  of  their  individual  activities,  and  that  the  subcommittee  be 
authorized  to  continue  its  observations  and  studies. 

The  submission  of  this  report  brings  to  a close  studies,  investi- 
gations, and  hearings  which  have  been  in  continuous  progress  for 
approxiniately  14  months.  It  is  the  belief  of  the  subcommittee  that 
its  activities  have  accomplished  the  following  significant  results; 

1.  A reasonably  complete  assimilation  of  all  the  pertinent  and 
relevant  facts  relating  to  the  problem  of  petroleum  imports; 

2.  The  activities  of  the  importers  have  been  brought  into  the  open 
for  public  scrutiny  with  the  result  that  we  now  know  who  is  importing 
what  from  where  and  in  what  quantities;  no  longer  are  individual 
activities  submerged  in  totals; 

3.  The  development  of  a better  mutuality  of  understanding  be- 
tween independent  producer  and  importer,  of  the  respective  prob- 
lems, attitudes,  and  future  plans  of  each  group;  and 

4.  A general  recognition  that  the  interests  of  consumers  and 
independent  marketers  require  flexibility  as  to  imports. 

The  subcommittee  has  read  with  interest  the  following  excerpts 
from  an  address  delivered  by  Mr.  Robert  B.  Anderson,  president  of 
the  Texas  Mid-Continent  Oil  and  Gas  Association,  before  the  Inter- 
state Compact  Committee  meeting  in  Biloxi,  Miss.,  on  May  5,  1950: 

In  the  maintenance  of  economic  stability  within  the  domestic  industry  and  in 
order  to  insure  a continuity  of  production  levels  and  an  advantageous  rate  of  the 
exploration  and  discovery  of  new  reserves,  consideration  must  be  given  realistically 
and  unafraid  to  the  problem  of  petroleum  imports. 

Failing  in  this,  we  expose  our  conservation  agencies  to  the  necessity  of  so 
limiting  production  and  regulating  production  practices  as  to  make  impossible  the 
protection  of  individual  correlative  rights. 

In  the  interest  of  international  recovery  and  the  development  of  a democratic 
world,  we  must  seek  a level  of  imports  and  exports  that  will  achieve  the  necessities 
of  foreign  trade  and  exchange  and  at  the  same  time  not  impose  crippling  limita- 
tions upon  an  industry,  the  vitality  of  which  is  essential  to  our  national  welfare 
and  defense. 

It  should  be  our  concern  here  that  the  problem  is  approached  by  independent 
intelligence  and  with  the  cooperation  of  State  regulatory  bodies  in  the  development 
of  the  true  facts  and  their  effect  on  the  domestic  oil  supply.  Surely  we  who  are 
so  quick  to  defend  and  so  anxious  to  maintain  a system  of  free  enterprise  and 
State  sovereignty,  can,  through  the  application  of  intellectual  integrity  and  wise 
action,  find  a solution  to  this  problem  without  seeking  the  mandatory  command 
of  Congress  which  may  well  expand  itself  into  mandatory  Federal  control. 

Despite  all  the  charges  and  countercharges,  varied  interpretations, 
and  disagreements  heretofore  manifest  by  the  independent  producer, 
the  importer,  the  independent  marketer  and  the  independent  refiner, 
it  is  believed  that  the  foregoing  statement  by  Mr.  Anderson  accurately 
portrays  the  real  attitude  and  sentiment  of  the  whole  petroleum 
industry.  The  subcommittee  commends  this  practical  and  middle- 
of-the-road  attitude,  and  believes  that  if  the  plans  suggested  are 
approached  by  the  participants  with  this  philosophy  in  mind,  an 
effective  and  equitable  solution  will  be  the  inevitable  result. 


o 


